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The Mead Johnson Institute /No. Series 


COMPANY 


Mead Johnson Company recognizes this principle, well its corol- 
lary: The better the people, the better the Company. People, Mead Johnson, want 
improve themselves. For this reason the Mead Johnson Institute was established 
integral part the well-rounded program through which development opportunities, con- 
sistent with the requirements the business and the needs individuals, are offered 
all employees Mead Johnson Company. 


The management and professional requirements the Company are far 
reaching and varied. Development long range undertaking with cumulative benefits 
the individual and the Company; the development process for each individual ex- 
tends over the whole his working life. the aim Mead Johnson Company that 
each its people shall have soundly conceived development program and the opportu- 
nity for participation the professional services the Mead Johnson Institute. Thus 
the full potential each individual may attained. 
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FRANKLIN EVANS 


From work advertising, sales promotion, 
and market analysis, Mr. Evans returned 
academic life Ford Foundation Fellow. 
has written several articles motiva- 
tion research, one his major interests. 
now teaches marketing the Graduate 
School Business, University Chicago. 


ROBERT 


Mr. Moore Senior Vice-President and Direc- 
tor Richardson, Bellows, Henry and Com- 

Columbia University, SAM Laboratories, and the 
Atomic Laboratories the Division War 
Research. has written books and articles 


management selection and development. 


The Brand Image Myth 


Considerable weight given the concept 

brand image marketing today. Implicit 
this concept the idea that the brand image 
can manipulated achieve predictable re- 
sults. This approach vulnerable both 
theoretical and empirical grounds; the evi- 
dence usually offered support shaky. 
Further, brand imagery inconsistent with 
recent theories consumer behavior. 


The Executive Matchmakers 


Executives have been recruited for long 

there have been executives. But long 

past are the days when “Who you know?” 
outweighed “How good are you?” Today, 
matching the right man with the right organ- 
ization combination art, science, 

and diplomacy. Properly done, improves ca- 
reer development, strengthens organization, and 


benefits the entire business community. 


about the 


AUTHOR 


MERRILL ROBERTS 


Transportation and distribution have been ma- 
jor interests Mr. Roberts’ professional 
career. has been transportation consult- 
ant the Departments Commerce and Agri- 
culture and has written several books, arti- 
cles, and monographs. currently Pro- 
fessor Transportation the Graduate 
School Business, University Pittsburgh. 


DANIEL SPENCER 


writing, study, and research India. 

has been visiting professor Indian uni- 
versities and participated development 
India’s third five-year plan. present 

Professor Economics and head the 
Department Economics Howard University. 
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ARTICLE 


Transport Dynamics and Distribution Management 
P & 


With little fanfare, drastic changes have 
transportation services; more are 
the way. Everyone concerned with dis- 
tribution systems, both buyers and sellers 
transport services, will faced with new 
modes pricing and coordinating the move- 
ment goods. This wider range choices 

and increased flexibility call for more refine- 
ments traffic management techniques. 


India’s Progress: Plan Three 


Asia, India the standard bearer the 

free world; its future crucial the sur- 

vival freedom. The past decade has seen 
substantial advances, but are these enough? 
While some time remains, must assess the 
gains and gaps Indian development. The 
third development plan, now getting under way, 
may democracy’s last chance India. 


WILLIAM DILL 


the short history management games, 

Mr. Dill has been both pioneer and lead- 

ing authority. worked the design and 

use the Carnegie Tech management game and 
has written games, decision making, and or- 
ganization structure. currently teaches 
industrial administration Carnegie Tech. 


ALAN ROBERTS 


Sales management and marketing research have 
been major career interests for Mr. Roberts, 
now Marketing Research Director and Vice- 
President the Western Division Geyer, 

Morey, Madden, and Ballard, Inc. has 
been consultant for several chemical 


MAXWELL 


Mr. Maxwell Associate Professor Eco- 
nomics Tulane University. His articles, 
which deal with many subjects, have appeared 
professional economic journals. His in- 
terest the city traffic problem began with 
background work for urban studies seminar. 


Ray 


former consultant the U.S. General 
Accounting Office, Mr. Ray now teach- 
ing the University Florida. has 
written several articles relationships 
between accounting and other disciplines. 


WALLACE AND VERNON RUTTAN 


Both Mr. Wallace and Mr. Ruttan have done ex- 
tensive research regional economic devel- 
opment. Mr. Wallace Assistant Professor 
and Mr. Ruttan Professor the Department 
Agricultural Economics, Purdue University. 


GRANT CALDER 


Mr. Calder Professor Management 
the College Business the University 
Utah. has written monograph en- 
titled Cases the Management Small 

Family-Controlled Businesses. 


What Management Games Best 


The management game has grown from curios- 
ity one the most promising innovations 

the business world. The rapid growth has 
brought forth games, experts, and opinions 
abundance, but the enthusiasm has obscured 
systematic study what the games are best 
suited for. Briefly, the games can best 

used stimulate, simulate, and 


Applying the Strategy Market Segmentation 


The strategy dividing and conquering through 
market segmentation widely practiced. Less 
well developed basis for deciding when 
market segment worth cultivating. The ex- 
perience several companies applying this 
strategy points some general conclusions 
about division markets and warns the dan- 
gers excessively rigid segmentation. 


Not Free But Small Fee 


Free public transportation has been proposed 

way out the urban traffic jam. The 

idea has gained increasing favor because ap- 
pears aimed the heart the problem— 
the automobile rider who shuns mass transporta- 
tion. free ride likely solve the prob- 

lem? Perhaps the auto offers advantages that 

even wide cost differences cannot overcome. 


Are Accountants Misstating Profits? 


The charge often made that are “mis- 
stating through traditional account- 
ing methods. frequent criticism that ac- 
profit. Before carry this too far, need 

think about the exact nature 
profit and evaluate how closely measure 
with conventional accounting tools. 


Bringing Industry the Depressed Area 


Tremendous effort toward industrialization 
the key regional development has been put 
forth recent years. National policy and 

both state and local efforts have encouraged eco- 
nomic growth depressed areas. This study 

factors involved plant location decisions 
suggests courses action for communities 
seeking increased industrialization. 


The Peculiar Problems Family Business 


Family businesses that have remained small and 
under family control for many generations have 
definite advantages. But they also have special 
management problems that can much deter- 
mine success These problems range 
from management procurement and motivation 
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critique and comment 


THE MONETARY COMMISSION REPORT 


THE LONG-AWAITED Report the 
Commission 
Credit' does not really resolve 
any the important contro- 
versies 
policy that have arisen recent 
years, and ducks some the 
most difficult issues. Neverthe- 
less, interesting and valu- 
able document, containing 
number recommendations that 
one hopes will receive the serious 
attention they deserve from Con- 
gress and the Administration. 
Twenty-seven members, repre- 
senting diverse cross section 
American economic life, served 
the Commission one time 
another during its three-year 
The members the 


Money and Credit: Their Influence 
Jobs, Prices, and Growth, The Report 
the Commission Money and Credit 
(Englewood Cliffs, J.: Prentice-Hall, 
Inc., 1961). 

The membership the Commission 
commercial bankers, four 
representatives other types financial 
institutions, four nonfinancial business 
men, four lawyers, three representatives 
organized labor, one representative 
agriculture, two professors, three 
with other backgrounds. The Commission 
originally consisted twenty-five mem- 
bers, whom seven failed serve out 
the entire period due resignation 
death. Two replacements were appointed, 
however, that the Commission con- 
sisted twenty members the time the 
Report was issued. 


Mr. Smith Professor Economics, 
University Michigan. 


Warren Smith 


Commission were assisted 
Advisory Board some thirteen 
prominent economists, who 
worked closely with them, and 
extensive research staff. 
addition, large number out- 
side 
ground papers research 
studies. The Report the Com- 
mission includes considerable 
number dissenting opinions 
various members specific 
points, and the preface contains 
disclaimer the effect that “No 
member the Commission 
endorses personally every specific 
proposal its entirety con- 
curs fully with every statement 
the supporting analysis, but all 
approve the major substance 
the report and urge careful con- 
sideration its interrelated rec- 
ommendations.” Considering the 
controversial nature good 
deal the subject matter, the 
Commission was surprisingly suc- 
cessful achieving such con- 

shall not attempt systematic 


*One member the Commission, 
Christian Sonne, felt that the coverage 
the report was inadequate and that the 
policy recommendations were, general, 
not sufficient deal with the problems 
facing the nation (see his statement 
pp. 4-5 the Report). has prepared 
statement setting forth his views, which 
printed separately. This, how- 
ever, represents the only general dissent 
from the analysis and recommendations 
the Report. 
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RECORD ATTENDANCE. Nearly 19,000 share owners attended the 1961 annual meeting This was the largest 
attendance ever recorded any business. There was full and free discussion many matters—evidence democracy work. 


Now...2,000,000 Bell Telephone Share Owners 


NEW MILESTONE DEMOCRACY 
AND AMERICAN BUSINESS 


The ownership the country’s 
largest business over two million 
people dramatic testimonial 
the American economic system. Here, 
for all the world see, democracy 
work, 


The result communications 
service increasing value both 
the public and business and vital 
element national defense. 


The owners American Telephone 
and Telegraph Company stock are 
People all walks life, every 
section the country. 


BELL TELEPHONE SYSTEM 


great many are small share own- 
ers. About 290,000 own fewer than 
ten shares. 42% are women. ad- 
ditional 31% are joint accounts, gen- 
erally the names husband and 
wife. More than 300,000 are tele- 
phone employees. 


addition the direct owners, 
many millions other people have 
important, beneficial interest through 
the holdings their insurance com- 
panies, pension funds, investment 
companies, unions, savings banks, etc. 


Without the money that 


share owners have put the business, 
you could not possibly have the tele- 
phone service you enjoy today. Nor 
would there work and wages for 
over 730,000 employees. 


This year alone share owners have 
furnished $961,000,000 new capi- 


Given the opportunity plan 
boldly for the future—and with earn- 
ings level that makes such prog- 
ress you can sure that 
will make further contributions the 
growth and security the nation. 
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summary the contents the 
Report, since brief but rather 
complete summary been 
made available the Commis- 
sion Instead, shall focus 
attention primarily the 
portions the Report that deal 
with the broad objectives eco- 
nomic policy and the choice 
appropriate public policies for 
the achievement these objec- 


Money and Credit: Their Influence 
Jobs, Prices and Growth, the Summary 
the Report the Commission 
Money and Credit (New York: Commis- 
sion Money and Credit, 1961). 

The portions the Report which 
shall give little attention include 
Chapter which deals primarily with 
institutions and recommends that many 
the regulations restricting the actions 
laxed; Chapter which discusses Federal 
credit programs; and Chapter which 
deals with international 


tions and balance payments problems. 


NATIONAL POLICY 
OBJECTIVES 


opinion, the greatest weak- 
ness the Report its failure 
face the grave difficulties 
involved achieving satisfac- 
tory reconciliation 
three main objectives national 
economic policy: full employ- 
ment, price stability, and ac- 
ceptable rate economic 
growth. This extraordinarily 
acute problem, and sense one 
can scarcely blame the Commis- 
sion for failing present “solu- 
indeed there one. But 
when the Commission decided 
consider this group problems, 
did accept the responsibility 
facing the issues squarely; conse- 
quently, disappointing find 
that the Report minimizes the 
importance the conflicts in- 
volved and suggests that solu- 
tion can readily achieved with- 


out resort any distasteful 
measures. 

its definitions the three 
objectives, the Report also 
rather hazy. The Commission 
favors “reasonable” price stabil- 
ity, but gives clear indication 
what this term supposed 
mean. With respect employ- 
ment, the Commission refuses 
pick 
such the per cent rate that 
has somehow come almost 
the official definition “full em- 
proper objective. 
Instead, suggests that new 
statistical series showing the ag- 
gregate number unfilled job 
vacancies should developed 
and that the monetary and fiscal 
authorities should try keep the 
aggregate number 
ployed roughly equal the num- 
ber unfilled vacancies. Such 
unemployment remains when 


Providing power for 


BUSINESS HORIZONS FALL, 1961 


PROGRESS! 


Abundant, low-cost electric power has been one the biggest 
factors the progress the communities the 
service area. And contributing this progress the fact 
that has never had major rate increase. 


Progress will further assured the planned 
construction the new 580,000-kilowatt 
addition the Tanners Creek Generating 
Plant. This new unit will boost total 
power output over two-million kilowatts. 


few months ago, the I&M Breed 
Plant—with what was then the world’s 
largest single generating unit —was 

dedicated. And now the Tanners 


Creek addition will house unit 
with 16% greater output! One 
more reason why there 
abundance low-cost electric 
energy and dependable service 
the area served 


INDIANA MICHIGAN 


ELECTRIC COMPANY 


An Investor-Owned Public Utility AMEmICAN ELECTRIC power 
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this position reached is, accord- 
ing this argument, fric- 
tional structural nature and 
not due inadequate aggregate 
demand. Although this approach 
has certain plausibility, dif- 
ficult accept when there 
empirical evidence show what 
would imply with respect the 
rate unemployment under 
“normal” circumstances. The con- 
cept “unfilled vacancy” and 
that “unemployed worker” 
are both quite ambiguous, and 
the results scheme balance 
the two would doubtless vary— 
depend- 
ing the definitions adopted. 
Although expresses some dis- 
satisfaction with 
growth record the American 
economy, the Commission de- 
clines select any specific rate 
growth target for the years 
ahead. Instead, voices the opin- 
ion that succeed regulat- 
ing aggregate demand 
achieve “low-level” unemploy- 
ment and 
prices, can expect the growth 
real average between 
3.5 and 4.5 per cent per year. 
the government 
proper mix policy measures, 
may, the Commission suggests, 
able raise the rate little. 
The Report concedes that infla- 
tion may generated cost- 
push factors, such increases 
money wages excess ad- 
vances labor productivity 
shifts the composition de- 
mand when wages and prices are 
substantially more flexible up- 
ward than downward. But any 
difficulties that such situation 
may raise for the simultaneous 
achievement 
high employment, rapid 
growth can quite readily dis- 
posed of, the Commission’s 
view, adoption such agree- 
able measures improved 
public employment service, re- 


THE CHANGE-OVER PLAN—We take over all your pres- 
ent truck and maintenance problems, help you reorgan- 
ize your truck facilities and personnel. supply you 
with new vehicles, engineered and painted your 


LEASE NEW 


requirements, will buy and recondition your 
CHEVROLET present fleet. 
other fine truck THE ADD-A-TRUCK your business expands, 
and operate use vital capital for more trucks, lease new ones 
investment, THE TRUCK RETIREMENT PLAN—As each truck your fleet 
upkeep, head- needs replacement, instead buying new one, lease 
it. few years all your vehicles are leased. 
THE PILOT PLAN—Instead switching from ownership 
leasing all locations, select one location (or divi- 
sion) for “pilot” operation using full-service leased 
trucks, comparing costs and headaches with trucks 
which you still own and maintain. 
full-service truckleasing supplies every- 
engineered and painted your needs, 
ce, worries. Devote your full 
National know-how; local controls—write for literature. 
a 
NATIONAL TRUCK LEASING SYSTEM 
Serving Principal Cities the and Canada 
JACKSON BLVD., SUITE Z-9, CHICAGO ILL. 
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training workers displaced 
technical change, more vigorous 
enforcement the antitrust laws, 
low tariffs encourage foreign 
competition, 
signed induce labor and man- 
agement adopt more “states- 
manlike” attitudes their wage- 
and price-setting activities, and 
on. unpalatable interfer- 
ence with the processes collec- 
tive bargaining with business 
pricing practices called for. The 
entire problem neatly “solved” 
Chapter and scarcely ever 
permitted interfere with the 
smooth flow language during 
the remaining 240 pages the 
should insist expansion 
the facilities our ivory towers 
ness- and labor-leader types are 
going crowd with us. 


MONETARY POLICY 


The Report takes cognizance 
many the recent criticisms con- 
cerning monetary controls. 
accepts the orthodox view that 
restrictive policy more power- 
ful than expansionary policy. 
But even with respect restric- 
tive policy time inflation, the 
Report makes these concessions: 
rising interest rates produce par- 
tially offsetting increases velo- 
city; many types expenditures 
are rather insensitive interest 
rate changes; 
ments banks and other finan- 
undercut the effects the avail- 
troublesome time lags 
process which monetary con- 
trols produce their effects; and 
general controls are somewhat un- 
even their impact different 
sectors the economy. Despite 
all these difficulties, however, the 


Commission reaches the conclu- 
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sion that the total effects may 
important and that monetary 
policy, though 
should not placed it, 
valuable and effective instrument 
stabilization policy.” 
Although have been partly 
responsible for several the 
criticisms monetary policy re- 
ferred the Commission, 
not disposed quarrel with 
this somewhat imprecise conclu- 
sion. But should noted that 
the Commission’s verdict con- 
cerning monetary policy based 
almost entirely qualitative 
judgments. There little indica- 
tion that the research sponsored 
the Commission uncov- 
ered any substantial new evi- 
dence concerning the workings 
monetary Without 
doubt, the Commission’s final 
judgment general monetary 
controls contains element 
simple faith. Had been dis- 
posed so, could, even 
the basis the limited evidence 
presented, have arrived 
much more adverse judgment. 
The Commission’s 
toward selective credit controls 
sensibly pragmatic one. 
recognizes that general controls 
have selective effects and will- 
ing accept deliberately selec- 
tive controls they will contrib- 
ute effective 
policy and are feasible from 
administrative point view. The 
Commission was divided the 
issue consumer credit controls, 
much the opposition appar- 
ently being due concern about 
problems administrative en- 
forcement; its only 
tion that effort made 


Very occasionally the Report refers 
“evidence” bearing certain point, 
without disclosing the nature sources 
these bits evidence. The reader 
such report should given the oppor- 
tunity evaluate the evidence for him- 


self. 


devise methods control that 
can effectively administered. 
The Report also suggests that the 
government investigate possible 
selective devices for controlling 
business spending plant and 
equipment and inventories, since 
these expenditures are important 
destabilizers and are not effec- 
tively controlled 
monetary policy. 

Residential construction activ- 
ity has behaved distinctly 
countercyclical manner during 
much the postwar period, ex- 
panding recessions and con- 
tracting booms. Undoubtedly, 
this desirable pattern behavior 
has been largely due 
marked stickiness mortgage in- 
terest rates, which has caused the 
supply mortgage money de- 
cline when other interest rates 
rise and increase when they 
fall. The existence legal ceilings 
insured and va-guaranteed mort- 
gages has 
cantly the relative rigidity 
mortgage rates. The Commission 
concedes that part the counter- 
cyclical variation residential 
construction has been due the 
interest rate Neverthe- 
less, favors removal these 
ceilings and, compensate 
least partially for the resulting 
elimination countercyclical ef- 
fects, proposes that the terms 
(that is, downpayments and ma- 
turities) under the FHA and 
agencies that they support the 
stabilization policies the gov- 
ernment. 

With respect the tools 


own guess—and guesses are all 
that anyone can make this area—is 
that been for the interest 
rate ceilings, housing expenditures would 
have shown the kind procyclical varia- 
tion—expanding booms and contracting 
recessions—that has characterized other 
categories private expenditures. 
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LAKE CENTRAL NOW OFFERS CONVAIR SERVICE 


—from the Midwest the Nation’s Capital! 


Within recent months, Lake Central Airlines has expanded its service into additional cities 
—extending from the Midwest Washington, and Baltimore. Now for the first time, 
Lake Central passengers are offered fast, convenient flights between cities the eight 
state area Illinois, Indiana, Maryland, Michigan, New York, Ohio, Pennsylvania, and 
West Virginia, well the District Columbia. 

Lake Central offers the luxury comfort Convair 340 aircraft over many its routes. 
The 44-passenger Convairs are radar-equipped, air conditioned, completely pressurized, and 
have cruising speed 270 miles per hour. You’ll enjoy the non-stop service between such 
points Cincinnati and Detroit—the one-stop service between such points Cincinnati and 
Washington, C.—and the commuter service between many, many cities the Lake 
Central system. 


The next time you’re planning trip, ask your favorite travel agency about Lake Central’s 
new service! 


THE STORY GIANT STEP 1960 
Annual Report available you just for the asking. Write, Public Relations 
Dept., Lake Central Airlines, Weir Cook Airport, Indianapolis, Indiana. copy 
will sent upon receipt your request. 


LAKE CENTRAL AIRLINES 
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general credit control, the Com- 
mission favors primary reliance 
open market operations, pro- 
posing that the “bills only” policy 
abandoned and that the Fed- 
eral Reserve try influence long- 
term interest rates directly. 
concludes, quite correctly 
opinion, that the operaticns 
nonbank financial intermediaries 
have not significantly weakened 
the 
monetary policy and that there 
need extend Re- 
tions. 

the field debt manage- 
ment, the Commission favors the 
orthodox view that the debt 
should lengthened times 
inflation and shortened reces- 
sions and argues that little im- 
portance should attached 
Treasury interest costs. believe 
this mistaken notion; the 


Treasury likely find both 
market longer-term securities 
times inflation and tight money 
that the effort will not fact 
pressed successfully. 
quence, the volume short-term 
debt will increase more less 
continuously—the very result that 
the Commission wants avoid. 
Moreover, debt extension likely 
disrupt the continuity re- 
strictive Federal Reserve policy, 
thus doing more harm than good. 
able place some moderate em- 
phasis the lengthening 
debt during 


This view spelled out some de- 
tail Smith, Debt Management 
the United States, Study Paper No. 19, 
Study Employment, Growth, and 


Price Levels, Joint Economic Committee 
(Washington: U.S. Printing Office, 


More Sales Volume? 


Lower Sales Cost? Higher Profit Margin? 


you are interested better results from your 


6-3491 


industrial automotive advertising, you need 
the services specialist these markets. 


For full information, call write: 


LaGRANGE GARRI INC. Industrial and 
Automotive 


Advertising 
Agency 
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POLICY MIX 


One the most notable features 
the Report its explicit ac- 
ceptance two theses: (1) that, 
within limits least, pos- 
sible achieve specified level 
aggregate demand with vari- 
ous combinations tax, expendi- 
ture, and monetary policies; and 
(2) that, choosing the appro- 
priate combination, may 
possible exert significant in- 
fluence the allocation re- 
sources 
private investment, and govern- 
ment services. Thus, for example, 
the government wants accel- 
erate the pace economic 
adopting tight fiscal policy 
generate budget surplus and 
using the surplus retire debt, 
thereby making additional funds 
available the capital market 
finance private investment. The 
existence liquidity preference 
will, course, mean that not all 
the funds put into the capital 
market this way will ordinarily 
into investment. Accordingly, 
the Commission recognizes that 
the success such 
oriented policy may require that 
the debt retirement supple- 
mented measures ease 
credit the part the Federal 
Reserve perhaps special tax 
incentives (such accelerated 
depreciation investment cred- 
its) order ensure that the 
additional investment will 
forthcoming. Indeed, pointed 
out that times may not 
possible stimulate investment 
means. Consequently, policy 
budgeting for surpluses order 
encourage investment the 
interest more rapid growth 
must used cautiously lest 
prove abortive and lead merely 
inadequate aggregate demand 
and unemployment. 
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THE COMMUNITY SERVICE COUNCIL 
Metropolitan 


to 


for 
the outstanding quality and quantity 


public service presentations 


1960 


Outside honors are nice win but when the laurel wreaths first with Hoosiers... 


first with WFBM-TV. 
come from the home community they’re all the more appreciated. 


That’s why WFBM-TV especially proud its first prize 


award for the “‘outstanding quality and quantity public service 


presentations.” This recognition came from the Community 
ice Council Metropolitan Indianapolis who also singled out 
WFBM-TV members its staff for other special citations. 


Represented the KATZ Agency TIME-LIFE Station 
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The view, es- 
sence, that the selection the 
appropriate combination tax, 
expenditure, and 
icies political decision that 
should made with view 
balancing the social benefits 
the margin additional con- 
sumption, government services, 
while the 
same time maintaining the ap- 


propriate level aggregate de- 
mand. The limited substitutabil- 
ity one measure for another 
This provides basic 


must, course, 
framework within which short- 
run adjustments monetary and 
fiscal policy must made for 
countercyclical purposes. 

Since the 
the position that the burden 
the public debt not impor- 
tant problem and since the size 
the budget deficit surplus 
even under full employment con- 
ditions determined the deci- 
sions concerning policy mix, the 
Report refreshingly free from 
the philosophizing 
need balance the budget that 
usually characterizes documents 
this kind. 

far countercyclical fiscal 
policy concerned, the Commis- 
sion likes 
but thinks the possibilities for 
strengthening them 
limited unless some kind for- 
duced, matter that, feels, de- 
serves further investigation. Per- 
haps the most important recom- 
mendation the whole Report, 


however, the proposal that the 


Commission also recognizes that 
public investment, including outlays for 
and for research and development well 
the acquisition durable assets, may 
contribute economic growth, 
recommends that these activities em- 
phasized 
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President given limited condi- 
tional authority make tempo- 
rary countercyclical changes 
the first-bracket rate the per- 
sonal income tax. adopted, this 
recommendation would give 
new countercyclical weapon that 
both powerful and flexible. 
addition, the Report suggests en- 
actment expenditure programs 
for useful projects for number 
years advance, with execu- 
tive discretion timing for 
countercyclical purposes. Efforts 
increase the cyclical flexibility 
state and local government 
expenditures, possibly means 
adjustable system short- 
term federal grants, are favored. 
Thus, the arsenal countercycli- 
cal devices would include discre- 
tionary monetary policy, auto- 
matic fiscal stabilizers, discre- 
tionary adjustments the first- 
bracket personal income tax rate, 
executive discretion the timing 
certain public expenditures, 
and perhaps some selective con- 
trols. The combination policies 
employed would depend 
the nature the particular situa- 
tion. 


ADMINISTRATIVE 
ARRANGEMENTS 


The Commission’s key recom- 
mendations with respect reor- 
ganization the Federal Reserve 
System are: (1) that all credit 
control powers vested 
board governors reduced 
five members serving staggered 
ten-year terms with one member 
appointed every two years; 
and (2) that the chairman and 
vice-chairman 
should designated the 
President from among the 
membership and serve for four- 
year term coinciding with that 
the President. Thus, new Presi- 
dent would have opportunity 
appoint one new member, but 


the language suggests that this 
member could not made chair- 
man. fact, the President would 
apparently have assurance 
having chairman agreement 
with his economic philosophy 
and program unless and until 
was re-elected for second term. 
effective policy coordination 
achieved, the very least 
the President should com- 
pletely free select the chair- 
man and vice-chairman the 
board. own opinion that 
the board should replaced 
single administrator serve 
the pleasure the President. No- 
body argues that the State, Treas- 
ury, Defense Departments 
“independent” board, and be- 
lieve this kind administration 
calculated lead divided 
responsibility and confusion 
the case monetary policy. 

order encourage better 
policy coordination between the 
Federal Reserve other 
agencies, the Report suggests 
that the language the Employ- 
ment Act amended include 
price stability and growth spe- 
cifically among its objectives and 
that exactly the same mandate 
introduced into the Federal Re- 
serve Act guide System 
policy. With regard the over- 
all coordination stabilization 
policy, the Commission has little 
faith the utility formal ma- 
chinery, and its recommendations 
are accordingly rather modest. 
proposes that whenever, 
judgment, the objectives set forth 
the Employment Act are not 
being achieved satisfactorily, the 
President should required 
issue periodic reports indicating 
his assessment the situation, 
the actions being taken meet it, 
and recommendations for any 
Congressional action 
advisable. The purpose this 


proposal sharpen the respon- 
sibility the President for the 
performance the economy and 
put pressure him act 
promptly prevent correct 
departures from the objectives 
the Employment Act. The 
Commission also suggests that 
the President set advisory 
board consisting appropriate 
key officials the administration 
serve coordinating agency 
policy. There would 
statutory basis for this 
board, and the details mem- 
bership, activity, and selection 
chairman would, course, 
matters for the President 
decide. 

opinion, the Commis- 
sion’s proposals with respect 
the administration 
tion policy are quite inadequate. 
Having swept the conflict be- 
tween price stability and full em- 
ployment under the 
Chapter the Commission has 


thereafter disregarded this most 
controversial source policy 
conflicts. If, expect, con- 
tinue confronted from time 
time with cost-push pressures 
the price level, measures other 
than orthodox monetary and fis- 
cal policy—ones that may involve 
some rather unpleasant interven- 
tion the machinery for fixing 
wages and prices—will need 
adopted else the authorities 
will find themselves unable 
achieve predetermined price sta- 
bility and employment objectives 
simultaneously will 
forced judge what the “trade- 
off” between the two objectives 
and choose weights attach 
each them order decide 
what policies adopt. Under 
these conditions, coordination 
and reconciliation conflicting 
objectives become very impor- 
tant; particular, situation 
which “independent” Federal 
Reserve has one view the 


function and set 
weights while the Administration 
has another absurd and intol- 
erable. 


nate that the Commission has 
chosen take the ostrich ap- 
proach what feel the most 
important problem within the 
scope its study, believe 
that the Report contains many 
cially pleased that the Commis- 
sion has chosen recognize the 
interdependence and partial sub- 
stitutability tax, expenditure, 
and monetary measures and 
emphasize the possibilities 
accelerating growth selecting 
the proper policy mix. However, 
the Report contains very little 
new evidence help settle 
controversial issues, and ven- 
ture the guess that its immediate 
impact economic policy will 
somewhat limited. 
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for advertising! Why?” 
ore money advertising! 
James Allen, chairman the management consultant 
partnership Booz, Allen Hamilton, explains why adver- 
“We are age product change. The life 
cycles products are growing steadily shorter. 
With almost $10 billion being invested annually 
“This climate product change places new 
emphasis advertising. Advertising will play 
major role making new product introductions 
successful—and keeping the market acquainted 
with product changes. Top management will 
more requiring its advertising and the results 
achieves. Advertising, balance, capable 
meeting this test.” 
ASSOCIATION INDUSTRIAL ADVERTISERS 

271 madison avenue new york telephone murray hill 
organization over 4000 members engaged the advertising and marketing industrial products, with local chapters ALBANY, BALTIMORE, 
CHICAGO, CLEVELAND, Denver, HAMILTON, ONT., HARTFORD, INDIANAPOLIS, Los ANGELES, MILWAUKEE, 
MONTREAL, NEWARK, New PHILADELPHIA, PHOENIX, PITTSBURGH, PORTLAND, ROCHESTER, Louis, SAN FRANCISCO, TORONTO, ONT., TULSA, 
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Reader and Editor 


MORE THE 


The article “Six Visiting Marxists Meet U.S. Busi- 
Professor Stefan Robock [Business 
Horizons, Spring 1961] useful summary 
their experiences and close accord with 
own brief visit with them. 

The importance government the U.S.A. 
denied one; but the article makes num- 
ber needless and perhaps erroneous conces- 
sions, even though the author quite right 
stressing the importance balanced presenta- 
tions. 

For example, the article states that [U.S.] 
“business spokesmen failed explain the domi- 
nant contribution government home financing 
programs” when discussing our vast postwar re- 
housing. But terms deflated and popula- 
tion, the rate new housing starts 1925 and 
1926 exceeded the figures for 1955 and 1956. 

Again, the article states business presentations 
overlooked “the fact that government has stimu- 
lated and paying for more than half our national 
research and development effort.” The implica- 
tion here that the government has money its 
own, whereas first took this money from tax- 
payers and then channeled into Even so, 
the “more than half” dubious conclusion. 

Again, the article states that most business 
groups except the cep had bitterly opposed 
government efforts establish automatic 
stabilizers—social security, unemployment insur- 
ance, and securities regulation. Actually, when 
these programs were put the legislative books, 
the cep did not exist. Furthermore, does not the 
conservative and the critic proposed political 
innovations perform essential function? 

The Marxists’ charges the lack consumer 
sovereignty the U.S.A. due advertising, 
are reported Professor Robock and left stand- 
ing without any reservation evaluation. 

Similarly, Marxist’s resurrection the old 
canard that, under our system, production for 
profit not matched consumer satisfaction 
left stand; just how the producers under free 
enterprise can profit without concurrently satis- 
fying willing buyers would merit short explana- 
tion, true. 

This article likely read abroad, perhaps 
reproduced. These matters are mentioned 
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because structured that represents need- 
less apology for our system and possibly contains 
some inadvertent errors. 


EMERSON SCHMIDT 


Director, Economic Research 

Chamber Commerce the 
United States 

Washington, D.C. 
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Kast his excellent philosophical approach 
toward “Motivating the Organization Busi- 
ness Horizons, Spring, 1961] 
management should not only rely upon monetary 
rewards, fringe benefits, and employment secur- 
ity, but should take the responsibility for total 
fulfillment employees’ needs. 

Business reality today shows that the profit mo- 
tive, not necessarily calculated monetary units, 
the criterion, the characteristic, and the con- 
stituent all efforts the continuous struggle 
achieving business objectives. life itself 
total efforts for satisfying needs, life com- 
pany for the Organization Man substantial 
part it, that important part which gives him the 
means satisfying the other needs that motivate 
man’s behavior. 

agree then with Mr. Kast that management 
“should give recognition the higher-level 


needs,” but must admit that the objective 
company produce products services 
through motivation the Organization Man 
creating the necessary climate for better human 
relations within the enterprise; the recognition 
his needs means for better job, not busi- 
ness objective. Management, therefore, should 
show greater interest the satisfaction all 
the basic needs man, but not totally fulfill all 
his needs. wrong approach consider 
industrial company philanthropic institution 
“social welfare” organization. 


order justify this point, can say that one 
the main reasons why most companies the 
underdeveloped countries ignore completely what 
term “industrial sociology” that employers 
pay more than per cent salaries and wages 
for social insurance, special taxes, and forth, 
and cannot afford fulfill all the needs their 
employees. But even financial problem in- 
volved, necessary not forget that the 
results all efforts for cost reduction and more 
profits, the stockholders and the consumers, 
well the Organization Man, must have their 
equal share. So, any motivation scheme must 
formulated under these considerations and within 
the framework the company policy. 
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Products for Missile Technology 


Missiles demand power—and American-Marietta produces materials for 
both nuclear and solid fuel propulsion systems. 
American-Marietta’s Sierra Metals Corporation, research scientists 
are pioneering the development advanced alloys capable withstanding 
extremely high temperatures and radioactive bombardment. One new Sierra 
Alloy now being tested the Atomic Energy Commission basic 
material for the first nuclear powered reactor the missile field. 
Powdered aluminum essential for solid rocket fuels used power 
such new missiles the Minuteman, Hercules, Pershing and Nike-Zeus. 
American-Marietta’s Metals Disintegrating Company, the nation’s oldest 
producer finely divided metals, now key supplier powdered 
aluminum for solid rocket fuels. 


PAINTS CHEMICAL COATINGS SYNTHETIC RESINS 
ADHESIVES SEALANTS METALLURGICAL PRODUCTS 
PRINTING INKS HOUSEHOLD PRODUCTS LIME 
REFRACTORIES CONSTRUCTION MATERIALS CEMENT 


American-Marietta 


Progress through Research 
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The Brand Image Myth 


AIM this article frankly iconoclas- 
think vulnerable both theoretical and 
empirical grounds; its claims are not consist- 
ent with accepted theories consumer be- 
havior; and, further, there real evidence 
support it. 

Motivation researchers, those who have 
turned the behavioral sciences for under- 
standing the actions and 
thoughts, have recent years concerned 
themselves with brand imagery. Indebted 
Freud for the theory that motivation often lies 
unconscious level the mind, they 
believe that consumer motivation can ex- 
plained the psychological characteristics 
either the user the product Thus, 
brand selection seen means satisfying 
deep inner psychological needs, and the brand 


Mr. Evans Assistant Professor Marketing, Graduate 
School Business, University Chicago. 


total set attitudes, the halo 
psychological meanings, the association 
feeling, the indelibly written esthetic mes- 
sages over and above the bare physical quali- 
what people are thought pur- 
chase rather than any reality. 

With this theory consumer motivation, 
marketing research becomes search for sym- 
bols that sell. Motivation researchers use 
brand images describe product personali- 
ties and divide large generic product mar- 
kets into homogeneous brand segments. They 
claim that brand images have the same effects 
upon large groups people and that these 
effects are measurable their specialized 
techniques. Implicit these claims the idea 
that the marketing manager can manipulate 
the brand image—his primary concern— 
through advertising, packaging, and product 
design. 


Pierre Martineau, Motivation Advertising (New 
York: McGraw-Hill Book Co., 1957), 146. 
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THE CHARGES 


propose question brand images five 
grounds: 

Brand imagery, opinion, incon- 

sistent with current psychological theory. 

Motivation researchers have 

eral different definitions for images. The re- 

sults are often contradictory. 

images have not been related 

the correct purchasing population. 

Brand image theory inconsistent with 

respect how long images last what 

changes them. 

The methods image assessment used 

motivation researchers provide poor 

inexact measurement. 

After considering each these charges, 
vant describe some detail one test 
own that illustrates most these points and 
contradicts the motivation research findings 
the area. Finally, would like suggest 
some new approaches marketing research 
that feel will prove more fruitful than brand 
imagery. 


Motivations and Psychological Theory 


Image theory implies that unconscious moti- 
vations are important brand choices and 
that image the same the bulk 
its consumers. Popular though this view is, 
there little real evidence support it. Most 
motivation research studies have been based 
small nonrandom samples, and images have 
not been shown quantifiable terms. 
Brand imagery suggests that everyone 
alike far inner motivations are con- 
cerned. The product with strong masculine 
image should appeal all men who value 
masculinity since the product image said 
satisfy this personality need. However, great 
deal current psychological theory suggests 
that personality need important only when 
not satisfied. When one need tempo- 
rarily satisfied, another need comes the 
fore. Moreover, the means need satisfaction 
may change from one instance another. 
person may satisfy his oral needs, for example, 
eating, smoking, chewing gum, even 


kissing his wife. There theoretical reason 
believe that consumers will choose the same 
brand satisfy the same need, nor that they 
will necessarily consistent their individ- 
ual patterns need satisfaction. 

Leon theory cognitive dis- 
sonance suggests that, effective, appeals 
all kinds must match the pre- 
brands vary, the image will not the same 
all, matter how hard the manufacturer 
tries communicate unified picture. 


Definitions Brand Images 


Brand images are described “all things 
associated with product perceived about 
it.” some unspecified way, the image 
thought result from three distinct forces: 
(1) because its design physical qualities, 
certain brand may better suited some 
particular uses users than competing 
brands; (2) the manufacturer through his ad- 
vertising tries create the impression that his 
brand best for certain uses kinds peo- 
ple; (3) brand associated with the kind 
people one observes using it. 

Advertising agencies have stressed the sec- 
ond these, motivation researchers the third. 

Out these forces, five distinct and often 
conflicting kinds brand image have been 
created: 

The image may simple statement 
the product’s physical objective qualities. 
That the Buick Special higher-priced com- 
pact automobile than many its competitors 
example such claim. This kind 
image more than statement reality; 
consequently, does not fit the usual brand 
image usage. 

instances, the image may make 
reference the Freudian symbolism the 
product’s design. Automobiles, for example, 
are said symbols male potency. 

The user’s personality associated with 
certain brand, “Thinking men smoke 

Leon Festinger, The Theory Cognitive Dissonance 
(Evanston, Row, Peterson Company, 1957). 


Alternatively, the brand associated 
with particular individual group without 
specifying either direction meaning the 
relationship. This approach exemplified 
the television commercial that 
Marshal Dillon Dodge City smoker 
cigarettes. 

Yet another possibility give the brand 
distinct personality its own that selects 
the users. “Marlboro,” for example, said 
very masculine cigarette. 

Each these five kinds brand image 
could result different and contradictory 
marketing strategy. The first, statements 
reality, obviously the most important, but 
seldom enters into image studies. The others 
refer psychological attributes the prod- 
uct its users. Very little known about how 
these really affect purchase behavior. For 
instance, product that has aggressive 
personality not the same product for 
aggressive users. fact, the two products 
might attract opposite kinds users. 

The image dilemma the automobile 
manufacturer illustrates many these prob- 
lems. Automobiles are said important 
symbols youthfulness. the manufacturer 
accepts the desire appear youthful 
motivating factor brand selection, must 
then decide what design factors make brand 
appear youthful his potential customers. 
Should the car shown only with youthful 
people his advertisements (image asso- 
should the product shown 
with older people, who, implied, are re- 
capturing youth through the purchase his 
brand (image the product)? Moreover, 
what does the term “youthful” mean the 
relevant market? Within broad limits, youth- 
fulness relative characteristic; the frame 
reference changes with the individual’s own 
age. 


The Relevant Purchasing Population 


Image studies are based the erroneous 
assumption that almost everyone potential 
customer. fact, few products appeal 
everyone, and most markets can broken 
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down into segments where only few brands 
really compete for consumer acceptance. The 
opinions those outside brand’s segment 
are not relevant the image problem. College 
professors’ attitudes toward the Rolls Royce 
are immaterial for product communication 
strategy. Few will ever the position 
purchase one. 

The widely quoted Chicago Tribune auto- 
mobile image study, for example, was based 
352 interviews—60 which were with peo- 
ple who did not even own Results are 
also distorted using broad product classes 
rather than competitive brands. Ford, Chevro- 
let, and Plymouth compete with each other, 
not with Lincoln, Cadillac, and Chrysler. The 
use pooled samples produces bias favor 
the opinions held owners the more 
popular brands. the automobile market, 
income far more likely determine choice 
between the low-, medium-, and high-priced 
brands than the various brand images. 

Furthermore, views about products are 
modified once the purchase made. Purchase 
form public commitment—a declaration 
one’s belief that the product good one. 
Therefore, brand image statements are mean- 
ingless unless the brand owned the re- 
spondent also taken into account. true 
image exists only both owners certain 
brand and nonowners have common view; 
the evidence, however, does not indicate that 
this often happens. 


Images Over Time 


Brand images are thought evolve, and 
extend beyond changes the physical prod- 
uct. Once created, they are said difficult 


The study was made 1954 for the Chicago Tribune 
Social Research, Inc. has been published in: Pierre 
Martineau, Motivation Advertising (New York: Mc- 
Graw-Hill Book Co., 1957); Malcolm McNair and 
others, Problems Marketing (2d ed.; New York: 
Graw-Hill Book Co., 1957); Joseph Newman, Moti- 
vation Research and Marketing Management (Boston: 
Harvard University, Grad. School Bus. Admin., Div. 
Research, 1957); and Robert Ferber and Hugh 
Wales, eds., Motivation and Market Behavior (Home- 
wood, Richard Irwin, Inc., 1958). 
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change; Ford, for example, still supposed 

carry “Tin Lizzie” connotations. However, 
investigation has been made into how long 
image lasts how much effort needed 
change it. 

Motivation researchers have 
pressed contradictory views this area. 
Pierre Martineau the Chicago Tribune has 
said, “We have just completed used car 
study which shows that the used car buyer 
makes little distinction between makes 
seems unreasonable say 
that images explain the purchase new car, 
but exert influence over used car buyers. 
Moreover, images were long lasting and 
all-important, there would little compari- 
son shopping. study Ford and Chev- 
rolet owners, over per cent the sample 
shopped more than one dealer before buying, 
and almost half shopped brands other than the 
one they 


Image Measurements 


The techniques image measurement are 
neither refined nor standardized. The follow- 
ing three methods, all them subject seri- 
ous limitations, are the most commonly used: 
(1) personality profiles owners taken from 
brief psychological tests; (2) interpretation 
material from unstructured (depth) inter- 
views; and (3) adjective check lists from 
which respondents are asked choose the 
words best describing certain brands. 

assess personalities, motivation 
researchers have used both simple objective 
personality tests and unstructured projective 
tests like the Rorschach ink blots and the 
pictures. The entire area personality testing 
too fraught with controversy generalize 
upon the Research, moreover, has 


Advertising Age (December 21, 76. 


Franklin Evans, “Psychological and Objective Fac- 


tors the Prediction Brand Choice: Ford Versus 
Chevrolet,” The Journal Business, (October, 
1959), 340-69. For comment this study, see articles 


Steiner, Winick and Evans, The Journal Business, 
XXXIV (January, 1961), 57-73. 


Robert Blake and Jane Mouton, “Personality,” 
Paul Farnsworth, ed., Annual Review Psychology, 


(Palo Alto, Calif.: Annual Reviews, Inc., 1959), 226. 


not shown projective tests superior 
simple objective ones. 

Even ignore the problems sample 
selection, the reliance upon depth interview 
data still unwarranted. Interviewers are sel- 
dom either psychologists trained social 
scientists, and the dangers interviewer bias 
are great. The nature the interview, more- 
over, requires the researcher “distill” the 
truth from written report some future 
time. lacks both the environmental clues 
present the field situation and the opportu- 
nity probe for further information. 

The third method assessing brand images 
the use adjective check lists. Respond- 
ents are presented with long list adjectives 
and asked select those that best fit particu- 
lar brand. This method fraught with dan- 
gers. First, the connotations most the 
adjectives are not the same all respondents. 
“Thrifty” may represent positive value 
some and negative value others; com- 
monly used adjective like “practical” may 
mean the very best quality some but just 
barely acceptable others. 

Second, the descriptions various brands 
often contain many overlapping adjectives; 
best, this blurs the issue. Also, the adjectives 
used often not represent independent 
measures. The presentation long list 
synonyms does not prove that image exists. 

Third, the longer the list adjectives, the 
greater the opportunity finding few re- 
lated particular brand. check list ten 
adjectives may show differences all, but 
due chance alone one likely find ten 
that show difference they are selected 
from list 200 and the other 190 are 
ignored. This can illustrated flipping 
fair coin 200 times and recording the answers, 
heads tails, groups ten. looking 
the total array and then picking out those that 
show long runs heads (or tails) one can 
easily select several groups that “prove” the 
coin biased. This kind picking and choos- 
ing is, course, meaningless. One must look 
the whole array answers make cor- 
rect judgment. For adjective check lists 
meaningful the choices all respondents for 


—_ 


each adjective should given. Unfortunate- 
ly, this almost never happens practice. 


AUTOMOBILE STUDY 


During the past twenty-five years, Ford and 
Chevrolet have shared about half the auto- 
mobile market. economic and utilitarian 
sense, the cars the two companies are virtu- 
ally interchangeable. Prices, models, service 
facilities, and other features are all compa- 
rable. Motivation researchers, however, have 
described the owners these two makes 
car being entirely different and have used 
images explain consumer choice. com- 
posite description would show the Ford 
owner independent, impulsive, mascu- 
line, self-confident, and alert change, and 
the Chevrolet owner thrifty, conserva- 
tive, prestige conscious, less masculine, and 
seeking avoid extremes. 

test for image differences between these 
two brands, conducted the study referred 
above, using 146 Ford and Chevrolet owners 
Park Forest, Illinois. The owners were se- 
lected completely random process, and 
the study was limited owners 1955-58 
models for three reasons: (1) minimize the 
effects the brands’ style cycles; (2) in- 
clude model years which each was the top 
seller nationally; and (3) measure the suc- 
cess the $225 million advertising spent 
these two brands alone creating images. 
All respondents were white males and owned 
only one car; they were given psychological 
test appraise their personalities and were 
asked series image questions concerning 
the two brands. 


Owner Personality Images 


The psychological test consisted items 
taken from the Edwards Personal Preference 
Schedule, one the better-known paper and 
pencil The test measures the following 
personality needs: 


Schedule,” (New York: The Psychological Corp., 1957). 


Edwards, “Edwards Personal Preference 
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TABLE 


Average Personality Need Scores, Ford and 
Chevrolet Owners 


Ford Chevrolet Difference 
(N=71) (N=69) 

Achievement 12.80 12.87 —0.07 
Deference 9.47 9.77 —0.30 
Exhibition 10.06 
Autonomy 7.86 8.80 
10.14 11.09 
Intraception 11.17 11.32 —0.15 
Dominance 13.69 
Abasement 7.20 7.28 —0.08 
11.39 +0.33 
Heterosexuality 6.63 


Significant per cent level (two-tailed test). 


Significant per cent level (two-tailed test). 


Achievement—To one’s best. accomplish 
something great significance. 

Deference—To find out what others think. 
accept the leadership others. 

Exhibition—To say witty and clever things. 
talk about personal achievements. 

Autonomy—To able come and de- 
sired. say what one thinks about things. 

Affiliation—To loyal friends. make 
many friends possible. 

Intraception—To analyze one’s motives and 
feelings. analyze the behavior others. 

Dominance—To leader the groups 
which one belongs. tell others how their 
jobs. 

Abasement—To feel guilty when one does 
something wrong. feel inferior others 
most respects. 

Change—To new and different things. 
participate new fads and fashions. 

Aggression—To attack contrary points view. 
get revenge for insults. 

Heterosexuality—To become sexually excited. 
love with someone the opposite sex. 
The test scores indicate very little personality 
difference between Ford and Chevrolet own- 
ers (see Table 1). 

Although some small differences need 
scores are shown, they are not large enough 
provide separation between the brands. 
other words, the differences between mean 
scores for different needs are much larger 
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than the differences between Ford and Chev- 
rolet means for the same need. Moreover, the 
differences between Ford and Chevrolet 
means—even “dominance,” which showed 
the greatest separation—are slight value for 
predicting person’s brand selection. The dis- 
tributions scores for all needs overlap 
such extent that discrimination virtually 
impossible. 

these individual need scores failed dis- 
criminate between the two groups owners; 
linear discriminant function was computed, 
using the scores for the first ten needs. The 
lowest scored need (heterosexuality) was 
dropped from this computation for statistical 
reasons. The discriminant function reduces 
the multivariate problem univariate one; 
other words, scores for all ten needs are 
weighted and summed select the group 
which person would assigned. The result- 
ing equation written follows: 


The represent the independent 
variables need scores and the 
their optimum weighting. This equa- 
tion did not provide effective separation 
Ford and Chevrolet owners. When the equa- 
tion was applied the data from which was 
developed, misclassified almost two-fifths 
the owners. 

All the evidence points the conclusion 
that personality needs, 
measured this study, are little value 
predicting whether person owns Ford 
Chevrolet automobile. People within com- 
mon social class have different personalities; 
their personalities, however, not appear 
systematically related their choice the 
two most popular brands cars. Images, 
appears from the study, did not exist the 
sense the market being segmented accord- 
ing distinct personality types. 


Other Image Measurements 


test for images associated with the brands, 
respondents were given the following instruc- 
tions and twenty-one brief descriptions: 


“We often think cars especially suit- 
able unsuitable for different kinds people. 
For example, seems odd for very big man 
drive around ina very small car. I'll describe 
some people for you and like you tell 
car for each them. Even you think any car 
will do, name the one that comes closest 
your opinion, any way.” 


likes solve difficult problems, always does 
his best. 

always gets advice from others before buy- 
ing anything. 

always telling jokes and using big words. 

does whatever pleases, like 
conform. 

really loyal his friends. 

likes observe others and understand how 
they feel. 

wants the boss, supervise others. 

likes punished when he’s wrong. 

likes travel and meet new people, en- 
joys change. 

thinks physically attractive women. 

aggressive driver, always first away from 
the light. 

He’s athlete—a very masculine type. 

picking job, looks for security. 

You can tell he’s college boy. 

very self-confident. 

He’s very cautious driver, has never had 
ticket. 

The best car for woman. 

You can tell he’s successful man. 

loves his car, tinkers with all the time. 

very dignified and reserved gentleman. 

Everything owns the latest style. 


There was agreement both groups 
owners only five these twenty-one 
descriptions. The Ford owner pictured 
nonconformist, aggressive driver, the type 
who loves his automobile, college boy. 
The Chevrolet owner pictured very 
cautious driver. The percentages ascribing the 
descriptions each brand are shown 
Table 

Seven descriptions were attributed each 
group their own brand. Obviously, these 
represent positive values both groups. Both 
Ford and Chevrolet owners believe their 


TABLE 


Owner Descriptions Representing Consensus 
Ford and Chevrolet Owners 


Percentage Percentage Percentage 
Combined Ford Chevrolet 
Sample Owners Owners 


Social Image (N=144) (N=70) 


Ford owner 
Nonconformist 66.0° 68.6° 63.5° 
Aggressive 77.8° 72.9° 82.4° 
College boy 68.9° 
Loves his car 64.6° 67.6° 
Chevrolet owner 
Very cautious 


Reject null hypothesis per cent level significance (test 
figures carried four decimal places). 


brand best for the person who likes solve 
difficult problems, loyal his friends, likes 
observe and understand other people, likes 
punished when wrong, likes travel and 
enjoys change, very self-confident, suc- 
cessful man. With the exception the wish 
punished, these are socially desirable 
traits. The percentages owners assigning 


the seven images their own brand are shown 
Table 


The other nine descriptions showed views 
held only one group owners. Ford own- 
ers pictured themselves athletic and own- 
ing things the latest style; they saw Chev- 
rolet owners seeking advice from other 
people. Chevrolet owners saw differences 
between the brands these three factors. 
Similarly, the Chevrolet owners held views 
that the Ford owners did not attach either 
brand. Chevrolet owners saw the Chevrolet 
best for woman, for dignified gentleman, 
for person desiring job security. They saw 
the Ford owner always telling jokes, want- 
ing boss, and thinking himself 
physically attractive. 


Owner Personality and Brand Descriptions 


This weakness brand images for Ford and 
Chevrolet suggests that what commonly 
individual’s particular personality. The first 
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TABLE 


Percentage Ford and Chevrolet Owners 
Attributing Owner Descriptions Their 
Own Car 

Percentage Percentage 


Ford Owners 
Answering Ford Answering Chevrolet 


Social Imagery 
Likes solve difficult 

problems 65.7° 60.8° 
Likes observe 

Likes 

punished 58.1 
Likes 70.0° 67.6° 
Self-confident 75.7° 66.2° 
successful man 59.5 


Reject null hypothesis per cent level significance (test 
based figures carried four decimal 


eleven descriptions used this study were 
taken directly from the explanation the per- 
sonality needs measured the Personal 
Preference Schedule. The 
descriptions were made parallel the per- 
sonality needs that the relationship between 
image and personality could analyzed. The 
need-image pairings are follows: 


Achievement—He likes solve difficult prob- 
lems, always does his best. 


Deference—He always gets advice from others 
before buying anything. 

Exhibition—He’s always telling jokes and using 
big words. 


Autonomy—He does whatever 
like conform. 


Affiliation—He really loyal his friends. 


Intraception—He likes observe others and 
understand how they feel. 


Dominance—He wants the boss, super- 
vise others. 

Abasement—He likes punished when he’s 
wrong. 

Change—He likes travel, meet new people, 
and enjoys change. 


Sex—He thinks physically attractive 
women. 


Aggression—An aggressive driver, always first 
away from the light. 
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Analysis these pairs shows that whatever 
need individual indicated was most im- 
portant himself, the corresponding image 
description was assigned the car owned 
far oftener than one would expect from chance 
alone—65.1 per cent the time for the total 
sample. Thus, almost two-thirds the 
cases, the individual projects his greatest need 
into the brand happens have. this 
sense, then, automobiles are extensions the 
personality; they are used satisfy 
certain important personality needs. Owners 
believe their car fits their personality and 
ascribe people similar needs. However, 
the lack brand discrimination the per- 
sonality need variables also precludes discrim- 
ination the basis these brand-image 
projections. While individuals tend project 
their own needs into their cars, the distribu- 
tion needs similar for owners each 
make. 


all the needs ranked the top half 
each individual’s scale are considered, 61.2 
per cent these are attributed the brand 
owned. Slightly more Chevrolet owners than 
Ford owners project their single greatest need 
into their car, but for the top five needs the 
pattern reversed. Table shows the percent- 
ages for each brand well the total sample. 


Conclusions from Study 


This study the two best advertised and larg- 
est selling automobiles indicates that either 
images not exist for these brands that 
they are not meaningfully related purchase 
behavior. Neither images attributable the 
product nor images due personality differ- 
ences the owners could found. Un- 
der these circumstances, image exploitation 
would difficult. 


From the standpoint marketing strategy, 
this study highlights the difficulties involved 
segregating the customers one brand 
from those similar and competing one. 
Popular brands appeal different kinds 
people for many different reasons. What mo- 
tivates these customers not readily apparent. 


TABLE 
Percentages Individuals Projecting Per- 
sonality Needs into Car They Own 
Ford Chevrolet 
Owners Owners Combined 
(Per Cent) (Per Cent) 
Single greatest need 
projected into 
own car 62.1 68.2 65.1 
Five greatest needs 
projected into 
own car 64.2 58.0 61.2 


definition, brand image could not at- 
tract opposite kinds people; image must 
consistent. Even with some product varia- 
tion, may impossible for manufacturer 
create several distinct images. Within 
brand family, there are carry-overs from their 
common heritage. Moreover, try create 
several images rather than single one may 
cause promotional effort and 
leave manufacturer open the inroads 
competitors. 


This study suggests that many the as- 
sumptions commonly held marketing about 
brand images are either wrong misleading. 
The evidence points neither strong images 
attracting definite kinds people nor, spe- 
cifically, the use automobiles for satisfy- 
ing deep inner needs symbolic terms. 


promoting brand, would appear safest 
somewhat ambiguous with regard 
both personality and objective variables. Peo- 
ple all kinds are customers, and creation 
too strong image certain personality 
terms may narrow one’s market unnecessarily. 
the image ambiguous, there tendency 
for customers read into what they want 
and attribute what they value highly 
their own brand. 


NEW DIRECTIONS 


The major function marketing research 
isolate the manipulative 
ciated with the purchase given product. 
The goal market exploitation. The foregoing 
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analysis suggests that brand images, used 
motivation researchers, not achieve this 
goal. 

Marketing suffers from lack any theory 
its own. applied field and must draw 
heavily the social sciences. While im- 
possible take truly eclectic view, draw- 
ing the best from all the social sciences, 
least three areas appear more fruitful than 
brand imagery: (1) small group theory 
sociology; (2) role theory social psycholo- 
gy; and (3) more refined statistical analysis 
traditional economic and objective vari- 
ables associated with brand purchasers. 


Small Group Theory 


Small group theory emphasizes the impor- 
tance interpersonal relationships. Almost 
all people are members several small pri- 
mary groups, such the family, friends 
work, church, the neighborhood. All 
these small groups influence the 
actions. study the individual without ref- 
erence other people with whom asso- 
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ciates overlook major influence be- 
havior. The more the individual values the 
group, the greater his need conform its 
standards norms. Sociological studies have 
shown how group membership governed 
farmers’ adoption hybrid seed wom- 
everyday grocery and phy- 
sicians choice new 


The primary task for small group research 
marketing identify the group groups 
relevant different kinds purchasing de- 
cisions. Some product standards may arise 
within the family, others may come from 
friends, neighbors work associates, even 
possibly dealers. Once the relevant group has 
been established, research can show how the 
manufacturer can reach the group with his 
communications, who within the group the 
influential person making brand decisions, 
and how the product can tailored fit the 
group norms. 


Role Theory 


Role theory interdisciplinary theory, 
drawing from studies culture, society, and 
teraction the self (the unit personality 
the role (the unit culture and the position 
(the unit society results system role 
expectations. The role consistent set 
responses one person calling for similarly 
consistent responses others. Each person’s 
actions are then governed his conception 
his own role, what thinks brings out 
others, and his conception their roles. 


Roles permit person realize the goals 
set the groups belongs to. More simply, 


Bryce Ryan and Neal Gross, “The Diffusion 
Hybrid Seed Two Communities,” Rural 
Sociology, VIII (March, 1943), 15-23. 

Elihu Katz and Paul Lazarsfeld, Personal Influence 
(Glencoe, The Free Press, 1955). 

Menzel and Katz, “Social Relations and Inno- 
vation the Medical Profession,” Public Opinion Quar- 
terly, XIX (1955-56), 337-52. 

Sarbin, “Role Theory,” Gardner Lindzey, 
ed., Handbook Social Psychology, (Cambridge, 
Mass.: Addison Wesley Publishing Co., Inc., 1954), 
223-58. 


the culture sets the patterns action; the roles 
the father, mother, teacher, and forth 
are well defined society. 

Role theory has not been used marketing 
research (as far know), but suggests 
many important approaches consumer mo- 
tivation. Communications from manufactur- 
should support person’s role success- 
ful; person would not buy product that 
was incompatible with his own role concep- 
tion purchase from someone who did 
not fit his role expectations the particular 
situation. Consumers also respond the man- 
conceptions their roles, that is, 
how depicts them his advertising. The 
first step for marketing research would 
study how roles preselect the com- 
munications they expose themselves and 
how different brands are used express dif- 
ferent roles. 


Statistical Analyses 


Finally, traditional forms 
search, especially refined statistical analyses 
easily measured objective factors, are long 
way from exhausting the possibilities under- 
standing consumer behavior. Motivation re- 


search has acted most behavior could 
explained single motives; more likely 
that many motives are involved. Purchase mo- 
tives are often multidimensional, and there 
room marketing for great deal empiri- 
cal research. already have adequate 
sampling and measurement techniques 
study most problems. Combinations objec- 
tive variables such age, income, life- 
cycle stage, religion, geographic location, job, 
city size, other products owned, and may 
lead better segmentation the market. 

Manufacturers may forced realize that 
they are selling many small market seg- 
ments rather than one large common mar- 
ket. Once this realized, both product and 
communication strategy can tailored fit 
these individual segments. Television may 
the best medium for one class customers 
while the door-to-door salesman best for 
another. The use electronic computers has 
greatly increased the horizons this kind 
research. Statistical problems that few years 
ago seemed insurmountable are nowadays 
routine. 

Marketing research still new field. The 
next decade should see some progress towards 
marketing’s ultimate goal—supplying consum- 
ers with what they want. 


ICTURES are not easy look at. They generate private fantasies, 
they furnish material for jokes, they recall scraps historical 
edge, they show landscapes where one would like wander and 
human beings whom one would like resemble adore, but looking 
them another matter, yet they must have been painted 
looked at. They were intended appeal the eye, but almost 
were gazing the sun itself the eye often reacts closing 
soon catches sight them. The mind takes charge instead and 
goes off some alien vision. The mind has such congenial time 


that forgets what set going. 


—E. Forster 
NOT LOOKING PICTURES 
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The Executive Matchmakers 


LOOK the published figures and pre- 

dictions the Bureau Labor Statis- 
tics reveals that another serious shortage 
executive personnel will probably develop 
during the next five years. The reason for this 
shortage the nation’s low birth rate during 
the depression years. Whereas between 1960 
and 1970 the postwar boom births will have 
resulted per cent increase workers 
under years age and there will have been 
per cent increase workers and over, 
are told that can expect decline 
workers between the ages and 
from this last group that our future executives 
and administrators, our managerial 
technical and professional leaders must come. 


Department Labor, Manpower: Challenge 
the 1960s Washington: (U.S. Gov’t Printing Office, 1960). 


Mr. Moore Senior Vice-President, Richardson, Bellows, 
Henry Company, Inc. 


who are active executive selection 
are frequently asked select seasoned 
young executive who has such qualifications 
M.B.A. plus five years specific function, 
five experience supervisory capac- 
ity, five years middle management, and 
five years top management. These desired 
requirements, employers seem forget, add 
age and over, the age bracket 
which they too often have little interest. With 
the growing scarcity the younger executive 
group, however, may come greater oppor- 
tunities for the real “pros” the so-called 
older group. 


These conditions place serious responsi- 
bility upon boards directors, chief execu- 
tives, and their counterparts government 
and institutions and present challenge 
them undertake immediately program 
man-power planning integral part 
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their short- and long-range planning. Among 
the questions these men must face are: 
“Where will our future young executives come 
from and how shall find and select them?” 
and “How can better use the talents and 
experience our older executives?” 

partial answer these questions, this 
article discusses executive recruiting and the 
contribution now making the solution 
executive man-power problems. view 
the impending executive scarcity, this 
activity may well become crucial the 
growth progressive enterprises and indis- 
pensable their organization planning. 


EXECUTIVE RECRUITING 


Recruiting executives has been carried out 
one form another long there have 
been executives. one time, executive selec- 
tion was little more than advancement one’s 
relatives. Occasionally, Horatio Alger-type 
character might make breakthrough the 
top, but usually ensured his success 
marrying the daughter. 


From the end World War until the de- 
pression days the thirties, executives were 
recommended word mouth somewhat 
haphazard fashion. The test was, “Who 
you know?” rather than “How good are you?” 
But prosperity was everywhere, and good 
man who wanted job could find one quite 
easily. Executive man power, moreover, was 
plentiful enough fill whatever openings 


Then, course, the depression years, the 
executive man-power problem was one 
surplus. The situation was grim that good 
people with executive skills were glad get 
any kind job. The con- 
ditions these depression years plus those 
World War created the executive scarcity 
problem the fifties, which still persists and 
may become worse the sixties. 

Perhaps should pause here for definition 
the term executive, since common usage 


the word not sufficiently precise identify 
the particular level man power being dis- 
cussed. The executive whom speak 
the professional manager. not the exec- 
utive trainee nor the potential executive, but 
the man who has proven himself through 
performance and whose experience, training, 
position, and salary level identify him 
person competence and accomplishment. 


These professional managers may lead- 
ers specializing such functions sales, 
finance, manufacturing, engineering, person- 
nel, and the like; they may general man- 
agers, chief executives, administrators with 
multifunctional skills. They may indus- 
try, government, educational and similar 
nonprofit institutions. They are further iden- 
tifiable their salary ranges, which are sel- 
dom below $15,000 and more often are 
between $20,000 and $40,000. Salaries top 
executives can range from $50,000 more 
than $300,000. Their ages cover wide range, 
from 55, with those beyond moving 
into “senior citizen” status top officers, 
board members, and sometimes retirees. 


Early Executive Recruiting 


the depression years, the executive man- 
power pipelines were full overflowing, and 
there was detectable upward movement. 
Very little was being done develop man- 
agers, and college recruiting was almost 
standstill with few notable exceptions 
companies like DuPont, Procter Gamble, 
Eastman Kodak, General Motors, Union Car- 
bide, General Electric, Macy’s, and Westing- 
house. Significantly, these companies have 
never had difficulty finding executives, be- 
cause they have kept their stocks well- 
selected college graduates. 


earliest recollection the beginnings 
executive recruiting activity goes back 
the end the depression years—1938 1939. 
Placement Officer Columbia University, 
received letters from Booz, Fry, Allen and 
Hamilton, signed Richard Paget (now 
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Cresap, McCormick Paget that referred 
very attractive opportunities with one 
another their clients. Soon afterward, was 
invited luncheon with Ralph Rogers and 
Arthur Slade, who wanted try out 
idea that was somewhat innovation 
recruiting executives. The idea was that 
company needing executive should retain 
and pay him fee find and help 
them select well-qualified individual. They 
proposed setting flat fee about $3,000, 
which would paid follows: $1,000 down 
the commencement the search, $1,000 
the end the first month, and $1,000 the 
completion the search. The figure would 
increase with the size the pro- 
posed salary. 

discussed the pros and cons this ap- 
proach and whether employers who had been 
using their own resources would pay such 
fee. seemed that this service, profes- 
sionally performed, was needed and should 
paid for the client. exchange, 
would receive more concentrated and expert 
handling his executive procurement 
would relieved the details and the hid- 
den costs time and money involved doing 
the job himself. 

With this their initial “product 
Rogers and Slade built what now Rogers, 
Slade and Hill, management consulting firm 
that offers general consulting services and 
one the well-known New York firms. 


The Big Surge 


During the depression years, not only were 
managers marking time and not being trained, 
they were also getting older. World War 
further delayed the development execu- 
tives; the middle and top managers who had 
not gone war retained their jobs, and their 
ages crept into the forties, fifties, and sixties. 

The rude awakening came the middle 
and 1950’s when there was actual 
shortage middle and top management ex- 
Older managers were about retire 
account disability and age, and younger 
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potential managers were not yet ready for 
executive responsibility. 

Because these conditions, “management 
development” and “executive search” pro- 
grams sprang everywhere during the 
The American Management Associa- 
tion was perhaps major influence, along with 
the Graduate School Business Harvard 
and the Arden House Executive Program 
Columbia. addition, programs 
and college, university, and outside programs 
were initiated attempt develop and 
qualify managers rapidly. 

The organizations most desperately need 
replacements searched for executives 
through their contacts industry, through 
advertising—even through contacts the golf 
course. These techniques were altogether too 
slow, and many companies then looked the 
executive search services, most which were, 
that time, adjuncts consulting firms, with 
only few independents. 1950 there were 
more than ten firms which one could 
find executive. the middle fifties 
there were about fifteen firms New York 
and Chicago, mostly split-offs from the estab- 
lished consulting firms. Today more than one 
hundred such firms operate many sections 
the country. The trend has been for some 
the management engineering firms aban- 
don executive procurement and for individ- 
uals set their own independent shops. 

The consulting field, which should staffed 
with only the most skillful, experienced, and 
wise professionals, now tends over- 
crowded; result, competent, executive- 
recruiting personnel are scarce. pur- 
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chaser these services should cautious 
when selecting search firm. 

group established consultants has set 
organization give leadership and 
guidance this field such matters pro- 
fessional standards and practices. The Associa- 
tion Executive Recruiting Consultants now 
has about dozen members, and 
younger firms prove themselves they will 
invited qualify for membership this pro- 
fessional group. These experienced and 
reputable firms are now and will continue 
the skillful matchmakers for executives and 
organizations, and such they perform very 
valuable service. 

Growth executive recruiting activity was 
reported late 1960 The Wall Street Jour- 
nal. The article cited two surveys, one 109 
companies which per cent were using re- 
cruiting services, and another 157 medium- 
sized companies which per cent followed 
this practice. The trend gaining momentum 
under pressures company expansion, con- 
stantly increasing business, acquisition pro- 
grams, new businesses, and 
Technological change and the spreading inter- 
national preoccupation American business 
are additional influences upon growth 
executive recruiting. 


PROS AND CONS 


Executive search has been the press 
much recently virtue its growth and in- 
fluence that has become somewhat contro- 


versial. There are those who call recruiters 
“headhunters,” “raiders,” “body 
snatchers,” and worse. charged 
with being unethical activity and dis- 
turbing influence the peace and quiet 
the industrial community and its executive 
population. 

There are, course, advantages, draw- 
backs, and cautions for all concerned with 
executive search—the company, the executive, 
and the recruiting firm. Some the criticism 
recruiting firms may deserved inex- 
perienced newcomers the field. The activity 
criticized, however, would with 
without the consultant, and strongly believe 
that the professional handling search 
problem can, and should, benefit all parties. 


Justification 


there answer the epithet “unethical” 
tossed this growing profession? Such com- 
plaint usually comes from sources that have 
lost good man and, consequence, are 
disgruntled. Often they find out too late that 
the man they lost was unhappy for one reason 
another and that could have been re- 
tained appropriate, tangible, and timely 
recognition. 

Freedom choice the executive market 
works two ways. The boss free choose 
whom wishes for his executive staff; the 
executive free further his own career 
whenever has presumably better oppor- 
tunity. The former has right fire execu- 
tive, and executive entitled resign. 


Executive search professionally performed 
needs defense. This growing specialized 
function offers very valuable service and 
positive good for the national economy. 
powerful influence, country-wide scale, 
toward the proper utilization our limited 
executive population. 


The service performed executive search 
can likened the New York Stock Ex- 
change. establishes market and means 
transfer. reveals the capacities, qualifica- 
tions, and particular competency individ- 
uals measuring them against others. the 
same token, the company organization re- 
veals its qualifications that the potential 
new executive can make his decision the 
light full information. Thus, the best 
fied executives should reach those higher posi- 
tions which they can best perform and 
serve, and the proper placement this execu- 
tive man power the critical positions that 
enable man fulfill his potential should af- 
fect the total productivity and effectiveness 
the nation. 


The executive market, established the 
very existence professional search firms, 
performs service for the individual executive 
well for his future employer. Even the 
face traditional scarcity executive talent, 
acquisition may occur. One re- 
cent merger two chemical companies ended 
with two executives for 
Other changes take such forms shift the 
control organization, loss government 
contracts, obsolescence product, change 
location, economy programs, recessions, and 
the like, and all can take their toll execu- 
tives. When such events occur, the individual 
executive has available him the executive 
market, represented the search firms, 
aid relocating. 


The end result executive search both for 
aman and for his new employer call him 
larger and more challenging position, 
thereby making greater use his talents. The 
executive increases his status, his position 
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level, and his income and will expected 
contribute the realization his em- 
profit potential. 

Admittedly, the executive search activity 
appears work hardship the employer 
who left behind. But he, too, has oppor- 
tunity use executive search service re- 
place the executive lost. The loss makes 
him face the question, wrong 
with our company that have lose such 
There may nothing wrong, but, 
the other hand, companies have quite often 
awakened deficiencies that make them vul- 
nerable loss key people. For example, 
they may have poor organization; they may 
have handicapped their executives with poor 
delegation too much paperwork; they 
may not have competitive compensation 
levels incentives. the positive side, they 
may not truly miss the man who leaves be- 
cause they have even better man who can 
moved into the vacancy. certain amount 
upward movement good for every organ- 
ization. 


THE NEED FOR RECRUITING 


Some the typical situations that bring about 
need for searching fill executive posi- 
tion are: 

Rapid company growth causing the ex- 
ecutive staff too meager back 
key executives 

Vacancies existing organization due 
retirement, disability, resignation 

Reorganization requiring new team 

The further delegation top executive 
responsibilities requiring the creation one 
more new positions 

Decentralization bringing about need 
for competent general managers and other 
executives the new divisions 

Failure present executive perform 
and the need replace him with more 
competent man 

Changing technology that requires spe- 
cial kinds engineering and scientific execu- 
tives 


Acquisitions and mergers with firms 


; 


which competent management may lack- 
ing 

Development new product lines that 
require specialized executive staffing. 


The Process 


should noted here that many companies 
assign member their own staff under- 
take executive search. may may not 
retain search firm help him. One well- 
known company faced, because meteoric 
expansion, with executive needs more than 
hundred men hired two managers execu- 
tive employment and the same time re- 
tained six executive search firms. 

More usual, however, the handling ex- 
ecutive staff problems staff man working 
directly with candidates recruiting, 
screening, and processing them for the com- 
pany official who has placed the requisition. 


Often, the individuals being sought have 
unusual and highly specialized skills and ex- 
perience that make them hard locate and 
attract through normal company-recruiting 
channels. The function the outside con- 
sultant search assignment relieve the 
client the concentrated 
work that involved. The consultant also has 
the advantage objectivity evaluation, 
freedom approach potential candidates, 
confidential climate for exploration. 

Careful planning advance the search 
essential. This involves thorough briefing 
covering the background the client organi- 
zation, clear definition the position re- 
quirements and specifications, and all other 
pertinent information. Matching man and job 
must beyond technical qualifications; per- 
sonal adaptability the organization, its peo- 
ple, and its environment should also em- 
phasized. 

important consider candidates from 
inside the organization first. When the quali- 
fications present staff members are doubt, 
measuring them against outside candidates 
may resolve the question. thorough search 


begins inside the organization and then pro- 
ceeds outside. The individuals whose records 
and performance recommend them poten- 
tial candidates are uncovered search 
industry files, professional and business direc- 
tories, personal contact, phone, and 
letter. Finding the right man like the “chain 
reaction” where one contact leads another. 
The consultant then interviews and screens 
the candidates, investigates their references, 
and presents the clients report with rec- 
ommendations preparatory presenting indi- 
viduals for client interview and decision. 


Fitting man into organization requires 
matching his personality with that the com- 
pany and those its individual executives. 
This delicate task calling for skill and sen- 
sitivity the part executive recruiter. 
part the screening process and final 
assurance that the man and the position are 
right for each other, candidates are frequently 
asked undergo physical examination and 
psychological appraisal. This latter step as- 
sesses the man’s personality, his strong points, 
and his shortcomings relation the specific 
company and position. The psychological as- 
sessment particularly valuable selecting 
man for overseas assignment. such in- 
stances, our firm also evaluates the wife be- 
cause her personality, attitude, and general 
outlook are essential her husband’s success. 

Typically, the search for executive 
conducted confidentially. Often there the 
ticklish situation replacing current mem- 
ber executive staff, desire avoid 


morale problems within the company. Like- 
wise, the individual who being approached 
and considered currently employed and 
does not want jeopardize his present job. 


The consultant playing the part middle- 
man must very careful his relations with 
his client, prospective candidates, and those 
contacts who help him identify candidates. 
selor the individual, and consultant 
his client. must know great deal about 
companies, industries, organization structure 
and functions, man-power planning, and posi- 
tion descriptions and have ample resources 
information about people and places. Well 
equipped these areas experience and 
training, must use ingenuity, imagination, 
critical analysis, objective appraisal, and 
adroitness order achieve success the 
complex and difficult responsibility profes- 
sional executive recruiting. 


Fees 


The typical fee based upon per cent 
the annual salary the position, depending 
upon the difficulty involved and the scarcity 
candidates. Some consultants charge 
regular retainer basis and others per diem 
hourly basis. 


Unlike employment agencies who are paid 
only upon “delivery” and are limited 
per cent commission depending upon the 
state law, the consultant bills proportion 
his fee each month until the position filled, 
providing does not exceed the predeter- 
mined fee. The main difference between the 
and the search consultant 
that the latter represents the client exclu- 
sively and, sense, extension the 
staff during the assignment, 
whereas the employment agent representing 
the individual from whom derives his fee 
the company has agreed pay it. 
Search firms also charge out-of-pocket ex- 
penses for major items such long-distance 
calls, travel, hotel, and advertising. 


THE EXECUTIVE MATCHMAKERS 
Contacts and Records 


Articles about executive search seem stimu- 
late avalanche letters and résumés the 
offices search consultants. Most wel- 
come such opportunities widen our contacts 
and build our executive inventories. The 
larger firms code and file these résumés when 
the qualifications are sufficient warrant 
present future interest. 


Everyone the business has the same prob- 
lem with these contacts. Because there are 
only many hours the day and these are 
necessarily devoted clients who are paying 
for our services, difficult find time 
meet and visit with these well-qualified peo- 
ple until there specific position mutual 
interest discuss. 


Our firm maintains up-to-date classifi- 
cation system using the McBee coded files. 
estimate that roughly one out ten 
our executive positions has been 
candidates whose records were these files. 
Our collective plea executive recruiters 
for patience and tolerance; will touch 
when there real position which the ex- 
qualifications meet the re- 
quirements. 


THE MESSAGE this article for companies, 
institutions, and all other organizations 
reminder that executive man-power planning 
must taken seriously and cannot sepa- 
rated from long-range, even short-range, 
planning goals, budgets, products, and 
policies. 


Whether not the predicted shortage 
executives develops, there will continu- 
ous demand for able executives and adminis- 
trators due the fast-changing times 
which live. Just winning crew seeks 
out, trains, and places its best men the oars, 
backing them strong reserves, must 
successful organizations prepare for contin- 
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gencies that may take good man out the 
race. 

Moreover, the planners executive man 
power—both companies 
should forget their bias against the “old pros,” 
the men between and 65. These men 
great experience and seasoned wisdom have 
much offer. Undoubtedly, with careful se- 
lection, they can become more immediately 
productive than the executive trainee under 
years age. They can provide successful 
performance and, the same time, constitute 
troops that will allow time for the 


younger potential executives arrive. 


Constant consideration should given 
recognition management potential among 
the executive trainees that they may 
tested executive responsibilities earlier 
their careers. will then have two sources. 
the “young bloods” and the “old pros,” from 
which draw should the predicted decline 
workers actually occur. 

Professional executive search recog- 
nized business function will become increas- 
ingly important with the acuteness the 
executive shortage. Whether conducted in- 
ternally externally, will continue offer 
strong support effective executive man- 
power planning. 


human self single, incommutable, and unique. This its 
first reality. Each self unique, and therefore incomparable. 
single well-head creation, unquestionable: cannot compared 
with another self, another well-head, because, its prime crea- 
tive reality, can never comprehended any other self. 

The living self has one purpose only: come into its own fullness 
being, tree comes into full blossom, bird into spring 
beauty, tiger into lustre. 

But this coming into full, spontaneous being the most difficult 
thing all. Man’s nature balanced between spontaneous crea- 
tivity and mechanical-material activity. Spontaneous being subject 
law. But mechanical-material existence subject all the laws 
the mechanical-physical world. Man has almost half his nature 
the material world. His spontaneous nature just takes precedence. 


—D. Lawrence 
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and Distribution Management 


DRASTIC taking place trans- 
portation today are presenting great 
challenge business management. Carriers 
and shippers must adapt alterations the 
marketing and the purchasing transporta- 
tion services; each group must accommodate 
changes both sides the transaction. 


For purposes this article, transport dy- 
namics viewed these terms: (1) transpor- 
tation changing the supply side 
result alterations regulatory philosophy, 
management attitudes, and technology; (2) 
these changes supply are being reinforced 
improvements the criteria governing 
transport purchasing decisions that spring 
from the progressively more refined and 
sophisticated approach distribution system 
analysis. This discussion will focus primarily 
changes, both actual and potential, the 
pricing and marketing transport services 
and the trend toward coordinated trans- 
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port network. will then attempt indicate 
some the implications these develop- 
ments for distribution systems and transport 
purchasing. 


PRICING AND MARKETING 


Since public and private responsibility both 
play part our transport system, new ap- 
proaches the pricing and marketing 
transport services depend reform both 
regulatory and management policies. Policies 
initiated carrier management, essentially 
private business management decisions, must 
acceptable regulatory authorities. The 
nature the regulatory veto will, therefore, 
influence not only the formulation of, but also 
the disposition and implementation specific 
management policies and decisions. will, 
moreover, establish the general climate 
decision-making and influence the degree and 
character initiative that exercised. 
Although initiative does rest squarely with 
private management and the specifics regu- 
lation not provide the entire key rate 
modernization, favorable regulatory climate 
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necessary condition, even not sufficient 
condition, for reform. Regulation should cer- 
tainly not discourage, and might conceivably 
encourage, modernization programs designed 
remove the monopoly features built into 
railroad rate structures earlier period and 
widely adopted the common carrier truck- 
ing industry. 


The Regulatory Environment 


Many observers believe that excessive re- 
competitive rate reductions 
regulation has, the recent past, unduly 
hampered private management its efforts 
eliminate the old value-of-service structures 


strictions 


that are anachronistically predicted com- 
modity values. The Interstate Commerce 
Commission guided rate matters 
statutory provision known the “rule rate 
making.” This provision was amended the 
Transportation Act 1958 apparent 
effort remove the regulatory barriers im- 
But the 1958 
amendment seems have been ambivalent 


peding such 


and uncertain enactment. encourages price 
competition explicitly prohibiting the 
Commission from holding the rates one 
agency protect the traffic and revenues 
another; however, also explicitly retains the 
against “unfair and destructive competitive 
practices.” 

Clearly, the latitude allowed manage- 
ment matters pricing depends the 
phrase, and uncertainty reigns supreme. The 
approval the reduced paint 
rates Eastern Territory, which regarded 
something landmark case, does not pro- 
vide very accurate gauge its interpreta- 
that instance, the reduced rates were 
calculated increase the railroads’ per cent 
share only per cent the traffic. 


Public Law 85-625 (Aug. 12, 1958). stat. 568. 

and Related Articles—Official Territory, 
Docket No. 7027. Decided Aug. 27, 1959. Official (or 
Eastern) Territory generally embraces the area east 
the Mississippi and north the Ohio Rivers. 


Aiming does less than half the traffic, 
this percentage does not begin challenge 
the Commission’s long-standing conception 
market shares. One can only wonder 
what the answer would have been the reduc- 
tions had been calculated maximize net 
revenues capturing even 100 per cent 
the traffic. 


This uncertainty reflected within the 
Commission itself. statement before 
Senate Committee June, 1960, Commis- 
sioner John Winchell said thought that, 
since the 1958 amendment, the Commission 
had accorded more weight management 
discretion competitive rate making. Nor 
there any unanimity among the Commission- 
ers the appropriate interpretation the 
1958 amendment. recent case, they were 
sharply divided order requiring rail 
piggyback rates maintained level 
per cent above corresponding truck-water 
and sea-train rates. Commissioner 
Howard Freas stated that his view the order 
represented “umbrella” rate making the 
type that the 1958 Act had specifically pro- 
hibited. The “Bartlett bill,” introduced the 
present Congress, has contributed the un- 
certainty proposing reintroduce some 
the restrictions that the 1958 amendment 
successfully eliminated. 


Although there evidence some loosen- 
ing regulatory restraints, question- 
able whether the existing statute inter- 
preted provides the latitude needed for the 
rather substantial revision rates that many 
observers consider essential efficient and 
coordinated transport system. Rates designed 
provide shippers with the lowest possible 
cost and, the same time, maximize net 
revenues for the pricing carriers should not 
regarded “unfair and destructive” because 
they capture the lion’s share market. 
seems clear that Congress must provide firm 
and unambiguous statutory definition pro- 
scribed competitive practices 
sound economic principles. 
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While regulation may too restrictive 
permit the full-scale readjustments that are 
required, the leeway appears generally 
sufficient accommodate the sort competi- 
tive reductions that rail management, the 
leader these revisions, presently prepared 
adopt. John McMichael the Traffic Ex- 
ecutives Association, Eastern Railroads, re- 
ports that the Commission has accepted every 
one the rate proposals sponsored his 
must recognized, however, that 
the boldness the proposals has probably 
been tempered realistic assessment the 
chances for approval. 


Carrier Management Polict 


least significant any change regula- 
tory environment the action taken carrier 
managements under present conditions. The 
growing market consciousness railroad 
managements indeed encouraging; they 
have become far less inclined throw service 
the market take-it-or-leave-it basis. 
Former Commissioner Owen Clarke, now 
with the Chesapeake and Ohio Railway, re- 
cently told American Management Associa- 
tion seminar: 


the railroad industry today, are 
looking upon shippers customers. More 
and more the future, the shipper’s slightest 
wish will our command (as long can 
make some profit out it, 
are all quite aware, think, that this has not 
always been the predominant attitude among 
railroad managements years past, and 
some instances, perhaps, still does not pre- 
vail. More and more, however, elements 
the modern marketing concept are becoming 
recognized and accepted railroad man- 


Hudson, “Rate Men Ready for Action,” 
Railway Age, (Jan. 16, 1961), 37. 

Clarke, “The Rail Carriers,” part sympo- 
sium “The Common Carriers’ Part Product Distribu- 
tion” Management the Physical-Distribution Func- 
tion (Report No. 49; New York: American Management 
Association, 1960), 52. 


The changed attitude reflected the 
market research activities recently instituted 
the railroad rate committees several ter- 
ritories and individual companies. This re- 
search delves into the economics the indus- 
try producing the commodities whose rates 
are under scrutiny. studies competitive re- 
lationships, pricing structures, and marketing 
problems, explicitly recognizing the relevance 
total distribution systems for the selection 
and purchase transport services. also 
establishes close relationships with the ship- 
pers and receivers the freight involved. 
number new rate adjustments have 
emerged from these activities. The Missouri 
Pacific has revised its rates fruits and vege- 
tables counter exempt truck competition, 
and some Eastern railroads have reduced rates 
insulators (up per cent), synthetic 
rubber (up per and window glass 
(up per cent). The research organiza- 
tions, both the territorial committees and 
the individual railroads, are currently 
studying many more commodities with 
view further reductions. 


While these research efforts are great 
importance not only indication 
changed attitude the part carrier man- 
agements but also for the specific rate reduc- 
tions that they have produced, apparent 
that commodity-by-commodity approach 
will painfully slow. true that certain 
deliberateness and caution are perhaps called 
for lest changes more harm than good, and 
that the scope for change may many cases 
limited when profit effect the 
Many students transportation, however, 
believe that the time crisis for the railroad 
industry close hand that its salvation 
private enterprise system hangs the 


For example, rate $1.00 per hundred pounds and 
out-of-pocket cost $.80, the revenue contribution 
profit $.20. rate reduction per cent $.90 will 
not cause gross revenues decline volume thereby 
increased only about per cent, whereas would re- 
quire doubling sales equal the present profit from 
this traffic. 
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balance. This suggests need for systematic, 
far-reaching attack rate modernization 
based generalizations regarding transport 
market behavior supplement the labori- 
ous commodity-by-commodity approach. 

This generalized approach demands, ad- 
dition inquiries about specific industries 
and commodities, more basic research into the 
character and structure transport markets 
and costs. would presumably carried 
the industry territorial (rather than com- 
pany level since the results would, one hopes, 
general applicability for sound rate re- 
vision. the kind research that the indus- 
try might well support universities and 
other research centers. would benefit car- 
riers hastening the process reform; 
the same time, would reduce the extent 
“selective rate cutting,” which may sound 
pricing policy (aside from the time 
but which also has odious ring some Con- 
gressional committees and elsewhere. And 
certainly shippers have interest such 
research since would implement and hasten 
needed rate readjustments that will improve 
distribution systems and throw light mar- 
ket relationships that would useful for their 
own transport purchasing decisions. 

Other transport industries and firms are 
also engaging market research activities. 
Many airlines have well-developed market 
research programs that have contributed 
understanding integrated distribution 
systems. The Express has become leader 
this area and has recently instituted free 
consulting service for shippers, which under- 
takes research help shippers find out and 
then make known what they want and need. 
There evidence, too, growing interest 
and awareness among motor carriers the 
importance such research, but yet they 
have taken little action. 


Rate Reductions 


result both regulatory reforms and 
more progressive management policies, trans- 
port markets are becoming more competitive. 


apparent from recent transport history 
that the number rivals market not the 
key determinant its competitiveness; full- 
scale competition result the aggressive- 
ness the rivals, which manifested their 
efforts outdo one another not only serv- 
ices offered, but also prices charged. The 
chief outcome increased competition the 
price front rate reductions. One railroad of- 
ficial quoted saying that, despite the sub- 
stantial increase costs and the general 
price level since 1946, many rail rates have 
dropped 1946 Some examples 
drastic cuts Eastern Territory were cited 
previously. Clearly, this intensified price com- 
petition will bring about especially sharp re- 
ductions rates manufactured commodi- 
ties the old value-of-service structures 
erode; these rates, based commodity values 
and born railroad monopoly, are the most 
patently obsolete, particularly where proprie- 
tary truck transportation exists real alter- 
native. 

should noted that rates need not de- 
crease absolutely make transport services 
better bargain. The new competitiveness 
reflected considerable extent rates that 
are lower relative sense but not necessarily 
absolute one. This relative lowering oc- 
curs either when the quality service in- 
creases more than rates, when increases 
transport prices fall behind those other 
goods and services. 

Relative reductions the latter sort are re- 
flected the annual indexes rail rates pub- 
lished the 1cc for number the more 
significant commodity Between 1950 
and 1957, the consumer price index rose 
nearly per cent; during this same period 
many rail rates increased less than per 
cent according the Commission’s indexes, 
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including rates such important commodi- 
ties baled cotton, crude petroleum, iron and 
steel pipe and fittings, cement, paperboard, 
fibreboard and pulpboard, and canned foods. 


Incentive Rates.—A form reduction that 
merits special attention because its increas- 
ing employment the incentive rates the 
railroads. These rates are designed achieve 
the economies full vehicle loading shar- 
ing the cost savings with shippers. classic 
example the reduction paint and related 
articles that became effective Eastern Terri- 
tory October, 1959. This scale provided in- 
centives calculated encourage loadings 
90,000 pounds lieu the prevailing level 
less than 30,000 pounds. 


Many the recent railroad rate reductions 
embrace this same type incentive feature, 
including the Eastern Territory reductions 
insulators, window glass, and synthetic rub- 
ber. the extent that the rate reductions are 
effective, their primary impact cause 
shift traffic among the modes transporta- 
tion. This shift dictates alterations distribu- 
tion systems the extent that attributable 
the incentive feature. Substantially larger 
shipments are apt occasion heavier inven- 
tory costs the producing plant, transit, 
and the hands customers. Such shift not 
only requires alteration inventory policy, 
but secondary effect may well lead 
heavier warehousing requirements. The ulti- 
mate effect distribution system character- 
ized more fixed costs and loss flexibility 
reverse the trends the past several 
decades. Carriers must take account ship- 
per resistance this development assessing 
the potential incentive rates. 

Some these developments are apparent 
the paint industry’s response the new 
rates its products. According one major 
producer, traffic allocations from least some 
its plants (and some its product lines 
substantial shift from truck move- 
ment movement rail. Rail shipments 
during 1960 from one plant totaled 170 car- 
loads, which were substituted because the 


rate change for 386 truckloads. From another 
plant, the 1960 rail volume was double the 
1959 level. One 80,000-pound rail shipment, 
instead three truckloads, now dispatched 
weekly major receiver the South. 
important note, however, that shipments 
some product lines and from some plants have 
been largely undisturbed, showing the influ- 
ence nontransport considerations trans- 
port purchasing decisions. 


Agreed Charges.—Another form reduc- 
tion having special implications for distribu- 
tion systems agreed charges. Contract rates 
this sort, which require shipper commit- 
ments major share tonnage, are highly 
successful competitive devices Canada but 
have not yet received regulatory sanction 
this country. The Soo Line and other partici- 
pating companies have put before the Com- 
mission contract rate that would apply 
steel wrought iron pipe and tubing where 
least per cent the tonnage partici- 
pating shippers routed the rail carriers. 
Although the Commission recently disap- 
proved New York Central contract rate 
moving rugs and carpeting from Amsterdam, 
N.Y. Chicago, indicated that the veto 
applied only the specific proposal and not 
the rate innovation itself. 


The viability these rates should set- 
tled promptly the basis rational eco- 
nomic criteria rather than legal precedent. 
they receive the Commission’s blessing, 
the associated rate reductions would, like all 
good things life, come price. Long-term 
commitments substantial portions com- 
panys output would essentially freeze the 
transport component the distribution sys- 
tem. The resulting loss flexibility may 
costly other components the system— 
some them rather volatile—continue 
change. 

For example, the costs maintaining in- 
ventory may increase, thus dictating shipment 
truck rather than rail. What sound 
transport component when the contract 
signed may later prove otherwise. Sub- 
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sequent failure deliver the required tonnage 
will then impose penalties that portion al- 
ready shipped rail, and, retrospect, the 
use rail may not represent the best choice 
the higher rates. 


Rate Increases 


have thus far emphasized rate reductions. 
Railroad traffic officers, however, are becom- 
ing concerned about the need for increases 
where rates are unduly low. The most obvious 
examples such rates are, course, those 
that fail cover the out-of-pocket costs 
movement. examination the studies 
revenue contribution the Commission’s 
staff confirms that these deficit commodities 
are, one would expect, frequently products 
the extractive industries, generally the raw 
materials and semiprocessed inputs manu- 
facturing industries. There are undoubtedly 
many other cases which rates, while not 
producing deficits, exceed out-of-pocket costs 
unduly low margins.* These rates may have 
been economically tenable earlier years, 
and, the whole, they served developmen- 
tal purpose that they encouraged the flow 
commerce. Nor were they particularly in- 
consistent with private profit interests when 
combined with highly profitable outbound 
hauls. Now, however, their sanction has weak- 
ened with the relatively full economic devel- 
opment the country and the loss profit- 
able outbound hauls competitive modes. 


COORDINATING THE SYSTEM 


The need effect fully integrated transport 
system meet shippers’ requirements and 
reduce distribution costs becomes increasingly 
apparent with the development more re- 
fined (and integrated) distribution system 
analyses; these often dictate the use combi- 
nations carriers that are not always avail- 
able. 


Interstate Commerce Commission, Distribution Rail 
Revenue Contribution Commodity Groups 
ton: U.S. Printing Office, 1960). 


Containerization 


Because piece-by-piece rehandling costly 
operation, full transport coordination re- 
quires device effect interchange economi- 
cally and expeditiously. The essential tool for 
this interchange the container, and the new 
interest the old concept containerization 
indicates recognition its clear-cut advan- 
tages, many which are not restricted its 
coordinative possibilities. Multiple-agency 
service not required for realizing such bene- 
fits reduced losses from pilferage and dam- 
age, faster turnaround for mobile equipment, 
reductions warehouse expenses 
packaging costs, and improved customer 
servicing. 

The integration that has been effected 
sea-land and rail-motor services, with the 
highway van usually serving the container, 
start the development and use this 
essential tool coordination. Piggyback 
services, though still their infancy, are gen- 
erally regarded the forerunners what 
required for mature containerization system. 
Despite the comparative newness these de- 
vices, notable gains have been achieved both 
the total volume integrated traffic and 
the benefits shippers. Piggyback loadings 
1960 were one-third over 1959 and were 
double the 1958 One company re- 
ported saving $100,000 year just its 
Chicago-Denver shipments eliminating 
rehandling Denver. 

Certainly these beginnings are encouraging 
and even dramatic. Progress, moreover, will 
accelerated such innovations the REA 
Express trailer pool established recently. But 
there long way go. Even 1960, piggy- 
back accounted for less than 2.0 per cent all 
carloadings and for only 3.5 per cent load- 
ings freight the “manufacturers and 
with the reform 
rate structures through the commodity-by- 
commodity approach, adding few hundred 
piggyback cars year not going appreci- 
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(Jan. 16, 1961), 54. 
Railway Operations,” 54. 


an 


I 


TRANSPORT DYNAMICS AND DISTRIBUTION MANAGEMENT 


ably advance our development truly 
coordinated transport network. There 
need for refinement and development the 
container tool the interests standardiza- 
tion, full intermodal compatability, and 
adaptability. But former Commissioner An- 
thony Arpaia has suggested, these problems 
are more apt handled promptly and 
efficiently the environment and attitudes 
toward effective transport coordination are 
healthy and other words, 
surmounting any technological barriers ef- 
fective coordination will not helpful with- 
out appropriate regulatory and management 
policies provide the right institutional 
setting. 


Common Ownership 


The two basic paths effective facilitating 
arrangements are common ownership, 
espoused the railroads, and fuller exploita- 
tion through routes and joint rates, 
contractual cooperating arrangements 
independent firms (either with without 
regulatory intervention Extensive hearings, 
designed ease the path diversification 
common ownership, were conducted the 
last Congress proposed amendments the 
Interstate Commerce Act. The issues are also 
being spotlighted the John Hay case, 
where the Illinois Central and Southern Pa- 
cific Railroads seek purchase common 
carrier barge line; here the interpretation 
some important facets present law under 
consideration. The interests shippers and 
carriers alike demand speedy but well- 
considered resolution this question. 

Without entering into the controversial 
aspects the problem, may note the im- 
plications common ownership for shipper 
control over the components the distribu- 
tion system. quite likely that shippers 
themselves can best determine the superior 
quality-price combinations transport facili- 
ties and services given situations. 


Arpaia, “Integration Transportation 
Systems,” address before the Cargo Handling Exposition 
and Symposium, New York City, Sept. 28, 1960. 


Most discussions transport under com- 
mon ownership presume, however, that such 
decisions will made carrier manage- 
ments. not clear just how important loss 
control might for delicately adjusted dis- 
tribution systems how this loss would off- 
set gains that might realized from com- 
mon ownership. But probably sufficiently 
important warrant the consideration 
shipper interests formulating views the 
common-ownership controversy and car- 
riers planning for diversified transportation. 


Coordination Without Common Ownership 


seems, also, that common ownership repre- 
sents only partial answer the problem 
providing necessary facilitating arrangements 
for the effective integration the transport 
system. would provide the entire answer 
only the railroads were swallow all 
independent air, water, and truck lines. The 
railroad proponents common ownership 
vociferously deny both their intention and 
their ability achieve this result. Accord- 
ingly, coordinative arrangements are still re- 
quired between diversified railroad companies 
and independent carriers all types, well 
between independent carriers and agencies. 

generally recognized that the inter- 
agency coordination achieved the estab- 
lishment through routes and joint rates has 
been relatively insignificant, despite the cru- 
cial importance these devices for inte- 
grated system. Clearly, drastic changes are 
required either management regulatory 
policies both. Advocates cooperative 
effort must recognize that voluntary contrac- 
tual arrangements for the joint production 
transport services must have profit base; 
vague and general exhortations broad- 
mindedness and statesmanship are apt 
sound rather unconvincing private man- 
agement. Perhaps profit opportunities have 
thus far been limited the absence effec- 
tive interchange devices, particularly con- 
tainers. the extent that this true, the 
difficulty would self-correcting these de- 
vices are refined and developed. But also 


possible that available profit opportunities are 
missed because biased and myopic manage- 
ment attitudes, such undue preoccupa- 
tion with short-run benefits inherent 
distaste for doing business with competitor. 

The latter attitude may perhaps illus- 
trated reference piggyback operations 
under which the railroads haul trailers for 
common carrier truckers effect the coordi- 
nation the two modes. Although there are 
notable exceptions, one notices suspicion 
both sides. will not buy from because 
benefiting from the transaction way 
must benefiting from the transaction, 
and therefore must against the interests 

this thinking permeated the market 
there would transactions and the world’s 
commerce would grind halt. Obviously, 
transaction can effected only when both 
parties benefit, and the gain one does not 
represent loss the other. There appar- 
ent reason that such mutual gains cannot 
realized relationships this sort, even 
though the companies involved also operate 
competitors other market situations. 

The achievement desirable coordination 
through voluntary means may serve company 
self-interest extent not fully realized. 
The following hypothetical example will serve 
illustrate the point. Commodity 
and truck, with the market evenly divided 
tons each per time unit equal rates 
per 100 pounds. Let say the direct (or 
out-of-pocket costs are $.80 rail and $.85 
truck. With these price-cost relationships, 
the respective rail and truck revenue contribu- 
tions per unit are $.20 and $.15 and the total 
contributions are $2,000 and $1,500. Let 
assume further that the cost the O-I leg 
$.40 rail and $.25 truck and the I-D 
leg $.50 rail and $.70 truck. Combined 
rail-truck service with interchange would 
the cheapest alternative, amounting $.75 
comparison with the all-rail cost $.80. 


Even this cost saving were fully reflected 
the governing rate, each cooperating carrier 
would make more profit concentrating ex- 
clusively that portion the total job 
could best. the rail carrier received $.62 
for its portion the haul, would realize 
revenue contribution $2,400 from the 1,000 
tons, per cent increase over the $2,000 
previously realized. With $.33 share the mo- 
tor carrier could net $1,600 instead $1,500. 
This level compensation the carriers and 
transfer costs $.02 could covered 
rate $.97. this hypothetical situation, 
the rate could drop $.03 while the revenue 
contribution increased from $3,500 $4,000, 
the benefit all concerned. 

incumbent carriers and the Com- 
mission determine the applicability this 
case and find the cost-rate-revenue division 
combinations that will achieve the result out- 
lined our simple example. Shippers have 
big stake finding answers these questions 
and they should strongly encourage the inves- 
tigations needed understand 
relationships. 

the search for such profit opportunities 
through coordination should fail, the only path 
effective and complete coordination 
grant the Commission more power 
scribe through routes and joint rates and 
ensure their effective use. But this cure should 
prescribed with caution. Before broadening 
regulatory powers, should fully explore the 
extent which profit motives might achieve 
truly integrated transport system. there 
substantial inconsistency between company 
self-interest and the public interest fully 
integrated transport system, then the pros and 
cons broader application mandatory 
powers this area should certainly con- 
sidered. Perhaps the explicit threat further 
government intervention would stimulate car- 
riers make wholehearted investigation 
into profitable coordination. the preceding 
hypothetical example suggests, one the 


main barriers may outmoded rate struc- 
tures that completely divorce rates from rela- 
tive agency costs. Thus, the emerging reform 
rate relationships may the first step 
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toward true coordination for profit. pos- 
sible also that the reduction the number 
independent firms resulting from the merger 
movements both the railroad and trucking 
industries will beneficial. 


IMPLICATIONS 


Having discussed the changing patterns the 
supply transportation services, shall now 
consider some the interrelationships be- 
tween these changes and the transport pur- 
chasing decisions shippers. The latter adjust 
their policies and decisions changes sup- 
ply, and the resulting purchasing develop- 
ments, turn, alter the character and location 
the markets carriers and require further 
accommodation them. Some the more 
important interrelationships are revealed 
considering the implications emerging 
changes supply and purchasing for price- 
quality choices, logistical patterns, and distri- 
bution system components. 


Price-Quality Choices 


important aspect emerging tendencies 
rate reform and coordination the wid- 
ening range the kinds services and their 
associated prices. Quality variations are re- 
flected speed, frequency, and dependabil- 
ity; direct additions are apparent new 
coordinated offerings such piggyback. 
Further additions can expected from the 
intensification price competition. The his- 
torical concentration service competition, 
particularly between the rail and motor car- 
riers, tended limit the range such choices. 
The general result service quality com- 
petition, whether transport the econ- 
omy generally, progressive refinement 
quality, which is, course, achieved only 
cost and with corresponding limitation 
available alternatives. Active price competi- 
tion induces lower quality lower prices, 
which may often the best buy when trans- 
portation regarded but one (albeit 
vital component integrated distribution 
system. Better market choices are available, 


for example, railroads not try emulate 
truck service truck-equated rates, but pro- 
vide lower quality lower rates how- 
ever, the best quality attainable that 

With better understanding shipper 
needs from market research, agency may 
further increase choices offering different 
combinations price and quality. Incentive 
rates exemplify such combinations, but impor- 
tant dimensions other than quantity require- 
ments may introduced, such transit time 
and equipment quality adaptability. 

The growing interest the system approach 
distribution should also have important 
influence the range price and quality 
choices well other aspects transport 
supply. Increasing carrier marketing con- 
sciousness and refined market studies will pro- 
vide shippers with better opportunity 
make their requirements known. The more 
precise definitions transport requirements, 
which will stem from the more refined and 
sophisticated analyses distribution systems, 
will enhance the effectiveness the shippers’ 
role this connection. former Commis- 
sioner Clarke suggested, transportation com- 
panies are becoming more interested what 
shippers want; the same time, shippers will 
less prone take what offered and better 
equipped respond the carriers’ interest. 
This improved response will stem from better 
identification the types services, includ- 
ing relatively subtle variations, needed pro- 
vide required market servicing and from 
better insights regarding the true costs 
alternative systems predicated different 
transport components. 

The combined pressures from the supply 
and demand sides should substantially alter 
the character transport services and bring 
about more effective and efficient performance 
both transport and distribution. Only par- 
tial economy achieved when the role the 
several agencies determined the basis 
isolated transport costs. True economy re- 
quires that each perform the role that will 
minimize not transport costs but over-all dis- 
tribution costs. This more refined state- 
ment the common reference the “most 
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efficient carrier—cost and quality considered.” 

Quality this context fully quantifiable 
since reflects the nontransport distribution 
costs associated with the use alternative 
agencies. For example, the railroads’ chief dis- 
advantage when matched against truck move- 
ment the increased inventory costs caused 
larger tenders and longer transit times. 
Professor John Meyer and his associates 
have provided some generalized measures 
quality disability expressed these 

the calculation based average value 
commodities and average elapsed times, and 
ten-ton truck shipments and twenty-ton rail 
shipments, the railroad inventory disability 
from the transit time differential $.0299 per 
ton mile miles and declines $.0017 
1,000 miles. Comparable figures for shipment 
size disabilities are $.0013 and $.0001. The 
comparative costs the two agencies are sub- 
stantially affected the inclusion the extra 
outlays associated with the inferior service. 

According these illustrative figures, 500 
tons were shipped 400 miles over given 
time period, the extra inventory costs associ- 
ated with using rail service would approximate 
$13,000. Let assume that the movement 
costs are $50,000 rail and $60,000 truck. 
transportation costs are considered isola- 
tion, rail appears the most efficient alter- 
native margin $10,000. But the other 
relevant costs are included the comparison, 
trucks are more efficient $3,000. Shippers 
who fail consider and compute accurately 
these associated costs selecting carriers not 
only inflate their own distribution costs but 
help cast the entire transportation system 
into uneconomic mold. The more perfectly 
shippers function developing integrated 
distribution systems, the more efficient will 
the assignment the carriers their various 
roles and the lower will the costs distri- 
bution. 


John Meyer, Merton Peck, John Stenason, and 
Charles Zwick, Competition the Transportation Indus- 
tries (Cambridge, Mass.: Harvard University Press, 1959), 
190. 


Logistical Patterns 


The altered rate relationships have re- 
viewed may also produce changes the gen- 
eral logistical patterns business, which, 
turn, will affect firm’s locational decisions 
well those its suppliers and customers. 
While other factors may prevent any sharp 
shifts plant and warehouse location, some 
changes the transportation inputs loca- 
tion decisions require watching. 


The general cheapening transportation, 
which, hoped, will result from rate reduc- 
tions and coordination, 
would weaken the influence transportation 


determinant location and give firms 
greater freedom locate the basis other 
considerations. But more specific influences 
location are suggested the changed rela- 
tionship between raw-material and finished- 
product rates that may expected the old 
value-of-service structures erode from intensi- 
fied price competition. 
finished-product transportation would tend 
reverse least weaken the trends the 
past few decades and decrease the influence 
markets plant location. Such tendency 
would strengthened any increases 
unduly low rates raw materials, which 
would enhance the attraction materials 
sources. Such rate revisions would mean 
altered delivery costs materials and perhaps 
switch new sources, with new patterns 
logistical relationships and traffic flows. 


Taken the aggregate, changing materials- 
product rate relationships, combination 
with territorial differences rate trends, exert 
influence patterns regional develop- 
ment and thus the logistical relationships 
regional self- 
sufficiency dominant characteristic 
recent economic history that rooted 
variety forces independent transporta- 
tion. But rate relationships can either abet 
hamper this development, and appears that 
recent changes have facilitated and hence 
hastened the move toward 


producing firms. Growing 
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sufficiency. Transportation influences 
gional economic development can 
trated the emerging industrialization the 
South. Changing rate relationships appear 
favor the expansion Southern manufactur- 
ing, primarily for regional markets. Since 1947, 
rail rates have increased far more raw ma- 
terials (on agricultural, mining, and forest 
products shipped from the South the East 
and manufactures the reverse direction 
than they have these two commodity 
groupings within the The relatively 
large increases materials exports and manu- 
factured imports and the relatively more 
favorable trends for rates covering internal 
shipments both materials and manufactures 
encourage regional processing. Increasingly 
favorable short-haul rates manufactures 
Southern producers against Eastern competi- 
tion Southern markets. the same time, 
the unfavorable trend long-haul rates 
raw materials discourages the siphoning off 
Southern staples supply Eastern manufac- 
turing. 


Distribution Systems 


Such developments are clearly great sig- 
nificance for plant and warehouse location 
and thus for the design distribution systems. 
But there are perhaps other ways which the 
realized and potential transportation changes 
have reviewed will affect distribution- 
system components and thus the purchase and 
sale transport services. 


Certainly can expect changed transport 
purchasing decisions terms transport 
modes. Some the ferment transport sup- 
ply reflected the recent shifts the shares 
total markets handled rail and nonrail 
carriers. The latest available data the re- 
lationship between tons moved rail and 
total production various commodities 
only 1957. Much has happened since that 


Indexes Average Freight Rates Railroad Carload 
Traffic, 1949-1957, 


year, but even that time there were 
substantial shifts. For example, between 1950 
and 1957 the railroad shares some com- 
modities reversed general trends 
creased 


Railroad Percentage 
Total Tons 


Commodity 1950 1957 
Plastics 
Corn meal 
Iron and steel borings and 

turnings 
Coke 


Conversely, comparable reductions occurred 
other sectors: Railroad Percentage 
Total Tons 


Commodity 1950 1957 

Drugs, medicines, and 

Airplanes, aircraft, and 

parts 
Asphalt 
Electrical equipment and 

parts 
Matches 
Chinaware 


Such shifts either reflect occasion altera- 
tions distribution patterns. 

the forces have observed continue 
intensify, can expect transportation 
become relatively cheaper. Because the 
portation and distribution systems, the results 
all this are somewhat uncertain, but 
some implications may suggested. The low- 
cost and improved quality transport 
may permit the use alternatives providing 
greater regularity, frequency, and speed—a 
move generally unfavorable 
terests. some circumstances, the new alter- 
natives may make possible get with 
lower inventory stocks and still maintain 
even improve the level market servicing. 
other circumstances, the cheapening 


Interstate Commerce Commission, Fluctuations 
Railroad Freight Traffic Compared With Production, 1957 
(Washington: U.S. Printing Office, 1958). 


transport may make economically feasible 
increase inventory stocks improve market 
servicing. This outcome, which would favor 
railroads, seems particularly likely when the 
rate reduction realized through the appli- 
cation the quantity incentive feature that 
characterizes many the new railroad rates. 

Distribution systems will altered the 

choices price-quality combinations the 
transport services well their general 
cheapening. Flexibility would further in- 
creased the expected rate erosion manu- 
factured articles were 
truck transportation relatively less attrac- 
tive system component, bringing reduction 
fixed organizational and capital commit- 
ments. Increased flexibility from whatever 
source will permit and encourage further re- 
finement distribution system design. Ship- 
per responses the new paint rates 
illustration the effects this flexibility. 
Whereas virtually all movements were for- 
merly truck, some shipments now move 
considered many aspects trans- 
port dynamics and have noted number 
problems, barriers, and implications. Perhaps 
would well summarize the particularly 
significant challenges that now face business 

The wider the range price and quality 
choices provided growing price competi- 
tion, marketing consciousness carriers, and 
the coordination and integration trans- 
port supply, the greater the challenge traf- 


fic and distribution managers. The greater the 
provided alternative choices, the 
greater the pressure for analytical refinement. 

Conversely, the more refined the dis- 
tribution analyses shippers, the greater the 
challenge carrier managers provide price- 
quality alternatives that will optimize dis- 
tribution systems. This will require not only 
extremely intimate communications with ship- 
pers through market research and other me- 
dia, but also advanced understanding dis- 
tribution systems general and 
distribution problems particular shippers. 
The better each side does its job, the lower 
will transport and distribution costs and 
the greater the profits for all concerned. 

Both sellers and buyers are confronted 
with the problems mutual accommodation 
change. But matter hardheaded 
business policy, the carriers must prepared 
the primary accommodators. Such ac- 
commodation will most successful backed 
intensive research efforts that throw light 
competitive relationships and shipper 
purchasing policies. 

have noted number areas where 
regulatory policy crucial importance, 
both for rate modifications and for coordina- 
tion. This suggests that all who are concerned 
with distribution would wise take 
lively and informed interest regulation 
policy. effective, this interest must 
supplemented informed judgments, that 
regulation will advance the development 
transport system that will best serve the needs 
distribution. 
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India’s Progress: Plan Three 


FTER TEN years planning, there wide- 
spread recognition India’s role the 
standard bearer the noncommunist way 
economic development. This recognition was 
somewhat late coming. the early 
India’s neutralism and “socialistic pattern 
was misunderstood and disliked the 
U.S.; was felt many quarters that, 
acceptable, nation’s posture should close 
that the U.S. both politically 
nomically. Now, the end decade 
experience with developing economies, India 
better understood this country. Since its 
population comprises one-third the popula- 
tion the noncommunist underdeveloped 
world, realized that India’s development 
crucial, both absolute terms and 
exemplary terms. Further, the U.S. has come 
understand the need for external assistance 


Mr. Spencer Head the Department Economics, 
Howard University. 


developing country. argued that low- 
income countries cannot generate the savings 
carry them over the hump into self- 
sustaining growth, and that transfusions 
massive aid must provided—at least for 
some considerable period. 

Broadly speaking, this logic sound and 
pertinent India because its relatively 
sophisticated levels organization and plans. 
Yet the performance the last ten years must 
give even the most sanguine friend India 
cause for some concern. one can deny that 
there has been solid achievement, but when 
one considers the needs this poverty- 
stricken, long-stagnant economy, 
the strides taken Communist China over- 
come similar problems, these accomplish- 
ments are somewhat minimal. the light 
the current U.S. disposition toward support- 
ing India’s plans, important balance the 
gains and gaps performance well 
theorize the results the next plan period. 


= 
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terms many absolute criteria, there has 
been progress during the ten years planning 
India. The First Plan rehabilitated the 
economy after war and partition stressing 
increased agricultural production. intro- 
duced important programs, such com- 
munity development and land reform, and 
began work such areas transportation, 
communications, irrigation, and power. Na- 
tional income rose per cent and per 
capita income per cent, but large part 
these gains was due favorable monsoons. 
There were gains virtually all existing con- 
sumer industries, which increased and diversi- 
fied production. 

The Second Plan, much larger effort, ex- 
tended the foundations the First Plan and 
aimed expanding heavy industry. While 
many difficulties have arisen and most goals 
will not have been met, concrete progress has 
been achieved many sectors. Under the 
Second Plan, national income has risen 
about per cent, per capita income per 
cent. Over-all, the authorities hold that the 
economy has been greatly strengthened and 
ready for rapid development.' 

Some details both plans will serve 
illustrate the For ten years 
India’s planning ending March 31, 1961, 
national income has risen per cent and 
per capita income per cent. Agricultural 
production greater per cent, industrial 
production least per cent. con- 
sumer goods industries, sugar production has 
doubled, paper production has tripled, bicycle 
production has increased tenfold, and there 
have been gains practically all other indus- 
tries. Moreover, substantial diversification has 
introduced many new products—for example, 
antibiotics, and newsprint. Heavy indus- 
try, the pride the planners, has had solid 
increases shown Table 1.* 

India. Planning Commission. Third 
Five Year Plan, Draft Outline, 17. 


*The following data are official estimates based 
expected figures. 


TABLE 

Producer Goods 

(in thousands tons) 

1960-61 

Commodity 1950-51 (expected production 
Finished steel 2,600.0 
Aluminum 17.0 
Diesel engines® 5.5 33.0 
Electric cables 

conductors 1.7 18.0 
Nitrogenous 

fertilizers (N) 9.0 210.0 
Sulphuric acid 99.0 400.0 
Cement 
Coal 53,000.0 
Iron ore 3,000.0 


thousands 


Generating capacity was 5.8 million kilo- 
watts, against 2.3 million kilowatts the start 
the planning era. Total freight traffic was 
162 million tons, from million. Miles 
surfaced roads increased from 97,000 
000, shipping tonnage from 390,000 900,000, 
post offices from 36,000 75,000, and tele- 
phone connections from 168,000 475,000. 

social services, the number schools rose 
from 223,000 385,000, and the percentage 
per cent per cent. Hospitals and dis- 
pensaries increased 12,600 from 
Technical schools are admitting four times the 
number students they did ten years ago. 
With improved facilities, scientific research 
has progressed very well, particularly the 
field atomic energy. 


THE GAP PERFORMANCE 


Despite this seemingly solid progress, there 
are several less favorable aspects. First, ques- 
tions have been raised about the figures them- 
held that progress reports the 
Second Plan have been very meager, and that 
the last one, which contained the Third 
Plan outline, gives figures that exaggerate the 
progress recorded previous reports. 
While evaluation this charge difficult, 


Five Year Plan, Draft Outline, 19. 


Lobo-Prabhu, “Draft Third Plan X-Rayed,” 
Commerce (Oct. 1960), 588. 
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TABLE 


Industrial Production 
(in thousands tons) 


Original Expected Production 
Commodity Target End 2nd Plan 
Steel 4,300 2,600 
Cement 13,000 8,800 
Coal 60,000 53,000 
8,500 5,000 
Sulphuric acid 470 400 


does appear that there are discrepancies the 
latest performance data compared with 
earlier figures, but probably such exaggeration 
may have taken place, while not desirable, 
does not seriously distort the general picture. 
Even the performance data correct, still 
falls short several ways, namely, regard 
what has been planned, India’s needs, 
and what happening China. Moreover, 
certain broad objectives the planning are 
not being realized. 

The target for the rise national income 
was per cent per annum, but, assuming the 
reported statistics are accurate, the actual 
figure will per cent per annum. 

Many physical targets have simply not been 
reached—often important fields. Some im- 
portant examples are shown Table 
true that these targets will realized the 
next plan period, but only the cost post- 
poning the realization future targets. The 
adverse psychological effects that these lags 
have the population are also not dis- 
counted. 


The broad objectives the plans have not 
been accomplished—at least, not adequately. 
Thus, the provision 8.0 million jobs that was 
hoped for will probably be, the most, 6.5 
million jobs, and urban unemployment will 
continue increase. reduction inequali- 
ties income and wealth still appears 
remote hope. Self-sufficiency food also 
seems ever-elusive goal. 

Moreover, relative India’s needs, the 
gains that occurred seem very small. The 
with less than half the population India, has 
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annual steel production about 100 mil- 
lion tons; Russia produces million, and 
Germany and England more than million 
tons each. India’s labors have yielded mere 
million. Similar contrasts could drawn for 
many other items. 


Furthermore, terms what happen- 
ing China, India’s performance indeed 
minimal. Though both started from about the 
same base the early Communist 
China’s development seems much more im- 
pressive than that India. true that 
recent agricultural failures crops and 
troubles the communes detract from the 
general economic picture Communist 
China, but the industrial performance has 
leaped ahead. recent, authoritative article 
well-known analyst demonstrates that 
China has been winning the “race” Asia 
virtually all lines industrial 


MAJOR PROBLEMS 


The gap accomplishments India stems 
from three weak areas the economy: food, 
foreign exchange, and the difficulties involved 
institutional change under democratic 
regime. 


Food shortage central factor inhibiting 
planned performance. The First Plan seemed 
have solved this problem when the rising 
level prices broke sharply following good 
harvests. Yet, the experience later years has 
belied this seeming progress; the food supply 
simply has not risen rapidly enough meet 
the increasing needs the people. 


Despite some seasonal variations, the ton- 
nage food grains has risen from 52.2 million 
1950-51 73.5 million last year, and antic- 
ipated 75.0 million 1960-61. But rela- 
tive the expanding needs increased in- 
come and growing population, this substan- 
tial increase not enough. The low level 


the contrast performance may found 
Wilfred Malenbaum, “India and China: Contrasts 
Development Performance,” American Economic Review, 
XLIX (June, 1959), 284-309. 
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food consumption (1,400 calories cereals 
per person per day has meant that the incre- 
ment extra income spent food has been 
much larger than the planners expected. An- 
other wrong assumption was the size the 
additions population. The Second Plan 
originally assumed 1.2 per cent increase 
population; the rate seems now about 
2.0 per cent per annum. Thus the pressures 
food demand and rising population have been 
responsible for continuous rise price 
levels. 

The rising prices food the chief com- 
ponent the rising cost living upset the 
planned calculations. The 
directly affected the people, causing wide- 
spread feelings hopelessness and disap- 
pointment the plan. Indirectly, the price 
rises set off spiral higher wages and higher 
costs and caused cut plan targets. Personal 
savings and tax collections have also lagged 
behind what was expected. The planned 
expenditure was pruned 1958 $600 mil- 
lion, but whatever the spending develop- 
ment achieved real terms, must per 
cent less because this rise the price level. 
Even now, the inflation continues with indexes 
standing much per cent above 
the prices prevailing the start the plan- 
ning 

Another crucial factor hampering plan ful- 
fillment has been the sudden drop reserves 
caused burgeoning increase imports. 
Whereas the First Plan had shown average 
deficit current account only Rs. 
crores’ ($50 million) annually, the Second 
Plan corresponding figures have averaged Rs. 
400 crores ($800 million) 1956-59. Conse- 
quently, despite foreign aid and special 
emergency operation the Consortium 
India’s creditors 1958-59, reserves are 
all-time low. Various factors have contributed 
the heavy rise imports. Poor harvests ne- 


1952-53 base September, 1960, the index 
wholesale prices stood 125.3; index raw materials 
150.0; and the manufacturers’ index 126.0. 

‘Crore ten million rupees. 


cessitated higher-than-planned food expendi- 
tures. Increased military expenditures stem- 
attributed U.S. rearmament Pakistan 
under treaty obligation) required increased 
foreign orders. Poor timing import authori- 
zations, weak licensing system, and general 
rise imports for maintenance ex- 
panded economy were other contributing 
factors. 

Naturally the Indian planners clamped 
down with tighter controls imports, which 
turn forced the curtailment cutback 
projects planned. core-projects concept was 
developed that led the shelving many im- 
portant schemes. Extensions and delays be- 
came quite commonplace timing import 
authorizations became more stringent. For- 
eign assistance helped, course, but there 
was much earmarking funds for projects 
that little “free” foreign exchange existed for 
making vital allocations. The U.S. and others 
wanted help projects which their label 
appeared, though general balance pay- 
ments assistance was badly needed the 
harassed planners. any case, the lack 
foreign exchange has seriously hampered 
planned effort. 

addition the food and foreign ex- 
change factors, all kinds organizational dif- 
ficulties have emerged plague planned 


achievement. This institutional stickiness ex- 
presses itself many ways, for example, the 
poorly planned projects that, the original 
program, overlooked such essentials local 
canals for the irrigation project and railhead 
for the port development. Then again, the ex- 
ecution projects waits endless delays 
caused lack timing, priorities, bad statis- 
tics, bureaucratic red tape, and the caste 
nepotism that pervades much Indian eco- 
nomic life. Perhaps most serious the nature 
the dominant political party. This party 
was revolutionary its youth when they ral- 
lied around their great leader Gandhi and 
won India’s independence. Now, its old age 
—and, with few exceptions, the leaders are all 
well advanced years—they have become 
conservative force that tends maintain 
status quo. They fail appoint economic 
tsars who will cut through red tape and will 
insist upon attainment targets. This lack 
dynamism apparent all observers the 
Indian scene. 


THE THIRD PLAN 


Despite the difficulties the last ten years, 
the leadership has launched another invest- 
ment effort $21 billion. This Third Plan 
large the First and Second Plans combined, 
and involves the same model growth. The 
public sector carries the main thrust again, 
with emphasis heavy industry. Private eco- 
nomic activity again expected stimu- 
lated heavy government expenditure and 
provide per cent the additional 
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investment. The Third Plan will continue 
rely foreign resources for about one-third 
the investment, just the Second Plan did. 
Such achievements were attained, then, 
were dependent sources outside the econ- 
omy great extent. 


Projections 


What likely happen over the period 
the Third Plan? Assuming (quite safely that 
foreign support the scale planned made 
available, the same sort economic perform- 
ance has prevailed will continue. There will 
some gains, but performance will fall short 
goals. Food will still short, inflation will 
continue, and people will very dissatisfied 
and disillusioned. The foreign exchange 
bottleneck will continue, and more emergency 
help will probably needed. Plans will 
pruned again and even “core” projects held 
up. Heavy urban unemployment will con- 
tinue when the Third Plan, like the Second 
Plan, fails provide adequate jobs. Under- 
employment will plague the teeming villages 
that are unrelieved serious birth control 
program. Redistribution income will con- 
tinue ideal embodied the Constitu- 
tion and the phrase “socialistic pattern 
The present elite will stay top 
and play political games shifting important 
jobs around, while their nephews will 
scattered throughout the working level below. 
red-tape cutting, nephew-firing, ap- 
pointing economic tsars will done 
order bring projects fruition time. 
short, the same difficulties food, foreign 
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cause the same lags performance. 

the other side the coin, industrial 
economy will slowly come into being and 
gradually move into self-sustaining stage 
that, turn, will become progressively inde- 
pendent foreign aid. What was for many, 
many years static society has become and 
will continue reasonably dynamic 
shifts from agricultural modern indus- 
trial society. Moreover, this development will 
take place without the forced draft regi- 
mented communist rightist totalitarianism 
or, for that matter, any single swift action. 
India’s progress will, instead, concrete, 
though modest, answer 
change. 

What can Americans speed up? Pri- 
marily, they can increase their aid and 
patient. may perhaps possible hint 
the Congress Party elites that they should 
little more progressive attacking vested 


interests and allow more scope for private 
economic activity. Perhaps may urge more 
attention annual plans and details spe- 
cific implementation plans. But, best 
for Americans advise little and ready 
assist more, both the quantity and 
character our aid. particular, there 
should more balance payments aid 
against aid for specific projects. Longer-term 
commitments rather than the present year-to- 
year, hand-to-mouth variety 
Obviously, military aid Pakistan should 
continuously re-examined the light its 
repercussions India. regional plan—the 
long talked “Marshall Plan for 
worked out. 


The U.S. must decide whether India’s 
modest progress adequate and worth under- 
writing with further aid. is, must 
ready allocate least per cent our gross 
national product India and other countries 


that are attempting develop under their 


His indeed India; the land dreams and romance, fabulous 
wealth and fabulous poverty, splendor and rags, palaces and 
hovels, famine and pestilence, genii and giants and Aladdin 
lamps, tigers and elephants, the cobra and the jungle, the country 
hundred nations and hundred tongues, thousand religions 
and two million gods, cradle the human race, birthplace human 
speech, mother history, grandmother legend, great-grandmother 
tradition, whose yesterdays bear date with the mouldering antiq- 
uities the rest the nations—the one sole country under the 
sun that endowed with imperishable interest for alien prince 
and alien peasant, for lettered and ignorant, wise and fool, rich and 
poor, bond and free, the one land that all men desire see, and 
having seen once, even glimpse, would not give that glimpse 
for the shows all the rest the globe combined. 


—Mark Twain 
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What MANAGEMENT GAMES BEST 


THERE are more than hundred 
management games being used execu- 
tive development; they range from simple 
games that can played home substi- 
tute for bridge and poker games that can 
keep teams twenty men busy night and day 
for week more. Hundreds executives 
have taken part games the American 
Management Association seminar, univer- 
sity executive programs, within their own 
companies. The self-styled “experts” games 
have built large bibliography articles 
and speeches the last five 

With games, experts, and opinions aplenty, 
there has been surprisingly little systematic 
talk and even less reliable evidence about 
what games teach how they should 
chosen designed meet specific training 
goals. “Gaming” has been promoted and ac- 


Mr. Dill Associate Professor Industrial Administra- 
and Assistant Dean the Graduate School In- 
dustrial Administration, Carnegie Institute Technology. 


cepted, but sometimes with more enthusiasm 
than sense. Yet beneath the promotions and 
promises, there general agreement that 
management games rank one the most 
promising educational innovations the last 
few years and perhaps the most significant 
one management training since the case 
method was introduced four decades ago. 


Games can used programs executive 
development three ways: 

discredit old ways thinking and 

build interest learning 


The most comprehensive general surveys, evaluations, 
and bibliographies now available management games 
include: Cohen and Rhenman, “The Role Man- 
agement Games Education and Research,” Management 
Science, (January, 1961) 131-166; Simulation and 
Gaming: Symposium (Management Report No. 55; 
New York: American Management Association, 1961); 
Proceedings the National Symposium Management 
Games (Lawrence: Center for Research Business, Uni- 
versity Kansas, May, 1959); Craft and others, 
Management Games (New York: Reinhold Publishing 
Corp., 1961). 
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HORIZONS 


give men experience with the problems 

that managers face 

help evaluate manager’s performance. 
brief, games can used stimulate, 
simulate, and test. 


GAMES STIMULATE 


When the American Management Association 
introduced its first game few years ago, 
was undeniably fun play. Their formula was 
good one, and has been imitated many 
others: devise game that easy learn but 
not easy master. Set that the peo- 
ple who play will have top management 
titles and will make top management “deci- 
sions.” Play situation where spirited 
competition among teams encouraged, but 
where team individual clearly win- 
ner loser. Play the game intensively 
full-time basis, for day week when the 
players have nothing else do. 


scorned. obviously fine innovation 
your idea executive development simply 
assemble people attractive place for 
vacation company expense. But also 
good for starting more substantial program 
the right foot—to get participants ac- 
quainted and working together, remind 
them the learning they still have do, 
stir them and start them thinking. game 
can set the stage for the work follow. Like- 
wise, the right game, administered with 
ciency and showmanship, can later restore in- 
terest program where, for various reasons, 
enthusiasm drops off. one the most imagi- 
native and successful executive develop.nent 
programs Europe,’ variant the first AMA 
game being used help hold the attention 
participants during the final weeks when 
other approaches learning have lost their 
novelty. 


This the “Solstrand” program started Professor 
Rolf Waaler and the Administrative Research Foundation 
the Norwegian School Economics and Business Ad- 
ministration Bergen, Norway. 


your aim stimulate the men train- 
ing program, then the following considera- 
tions are probably most important selecting, 
developing, and conducting game: 


First, the game should fit the men who will 
play it. must complex enough inter- 
esting, but not difficult that takes hours 
advanced study learn play. ought 
seem like reasonable test their skills and 
experience. has built around kind 
industry different from the one they are 
working in, probably better that the in- 
dustry completely fanciful, rather than 
approximation industry that they recog- 
nize and care little about. 


Second, the game should easy adminis- 
ter with the given facilities (staff, space, com- 
puter, and on). Teams may get perverse 
satisfaction from occasional machine break- 
down umpire’s error, but hard main- 
tain interest and competitive spirit teams 
have wait long periods time for results 
they discover that they have been the unfor- 
tunate victims “bug” the computer pro- 
gram error interpretation the rules 
statistical clerk. 

Third, the lessons that the game teaches 
should fairly obvious and pertinent the 
contents the rest the program. If, for ex- 
ample, goal the game break play- 
traditional patterns thought, you want 
game that tempts players follow their own 
prejudices but rewards them for taking fresh 
and original point view. 

Fourth, the players should the 
game. Although this item has lower priority 
than the others, probably most exciting for 
players look forward taking part 
well-publicized game (such the AMA, IBM, 
McKinsey exercises) game devel- 
oped within their company. the game 
widely used one, you may have the advantage 
being able compare the performance 
your players with the records compiled 
teams elsewhere. the game has local origins, 
players may more willing accept the 
rules and challenge. 
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The games that are best stimulators are 
not necessarily good simulations what ex- 
ecutives are called upon do. Running 
company involves more than working 
three- four-man committee make dozen 
decisions every fifteen minutes about gross 
levels production, gross investment re- 
search and development, and the like. man- 
ager has more substantial job. least one 
large company has dropped simpler games 
from its training programs because could 
not get reading anything but their enter- 
tainment value. developer one the best- 
known games admits that about the most his 
game does bring about what calls “spir- 
itual loosens men for other 
kinds training. 


GAMES SIMULATE 


the purpose the games simulate the 
job executive and the problems faces, 
specifications other than simplicity and fast 
pacing become desirable. Not all managers 
get ulcers, but being manager not the 
same level entertainment cold hand 
poker game touch football. Manage- 
ment involves hard work. requires analysis 
and attention detail well willingness 
make judgments under the pressure time. 
innovate well operate stable en- 
vironment, explore and evaluate alterna- 
tives, and carry out decisions. 


Developing Skills 


game that aims give man the experience 
being manager one that designed 
develop the following: 

The ability recognize new situations for 
what they are—to question, probe, and 
analyze before making assumptions starting 
carry out programs developed another 
situation 

The ability set goals, use these goals 
distinguish important from trivial information, 
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and plan and control the execution his 
own job and the job activities others 

unwillingness sit back and work with 
only the information available him, skepti- 
cism about the quality and completeness 
what getting, and willingness define 
what really needs and out and find 

among specialized activities within firm, 
along with willingness after new con- 
cepts and broaden his horizon awareness 
and interest 

willingness assume effective responsi- 
the success efforts that involve efficient and 
cooperative interaction among large group 
people with different kinds experience 
and status 

ability assess and classify experience, 
successor ways that will keep the or- 
ganization headed towards its goals. 

Such specifications call for relatively com- 
plex game—one that provides players with 


owe 
J 


great deal information about their environ- 
ment; one that gives them the task evaluat- 
ing, interpreting, and perhaps regrouping this 
information; one that requires decisions 
several levels, from long-range policy and 
investment decisions those about specific 
problems within production, marketing, and 
finance departments. Such game would also 
provide enough work keep large team 
busy and encourage specialization func- 
tion and differentiation authority levels 
within the organization; would test team’s 
ability both manage going concern and 
adapt change. 

effective training game should provide 
its players with ample information, but not all 
the form direct accounting state- 
ments from computer. Great amounts in- 
formation make the important problems hard 
dig out and, addition, make difficult for 
one man run the organization. Both effects 
can accentuated further the inputs the 
team are divided, that one member 
the team has direct access all the material 
that needs. 

Most simple games present teams with ac- 
curate information cost. real train- 
ing game, less information should provided 
automatically than most games provide. 
basis, but price. Reasonable degrees 
error and bias should built into the infor- 
mation itself (and even perhaps into the func- 
tions that tell the team how much the infor- 
mation costs 

Players need not always know exactly what 
kinds information are and are not available 
them. Some experimentation order 
giving players more freedom pose questions 
the umpires the computer about infor- 
mation they have decided they need. 


Decision-Making 


second important dimension training 
game the decision structure that provides. 
The measure good game not the number 
decisions but the number kinds deci- 
sions that team must make. important, 


for example, build into game the opportu- 
nity make long-range capital investments 
machinery, buildings, and the like; but you 
have built such decision opportunities for 
rolling mills, you are adding little the game 
adding decision opportunity for hydraulic 


presses. 
The game should provide not only for mak- 
ing decisions but also for determining which 
decisions need made and for developing 
and implementing rules simplify decision- 
making. one the games, for example, 
the computer perfectly capable running 
the company and keeping going routine 
basis. Executives not have tend all de- 
cisions every play. Their job 
decide where their attention and participation 
most needed and set new policies 
these areas. our game, players first have 
learn what duties must tended 
keep their company going.* Once routine 
established, simply ask them turn 
decisions decision rules for three months 
time. These must policies rules that 
“subordinates” can follow, though, depending 
what the intermediate results are after the 
first and second months. They are judged not 
the elegance their policies but the end 
results. They must explain their rules and poli- 
cies subordinates advance plays, but 
they have further control how the sub- 
ordinates interpret the rules. Since they have 
further contact with their subordinates for 
three moves, poorly defined poorly ex- 
plained rules will get them into trouble. 


Environment 


third dimension the environment the 
“world” against which the teams are pitted, 


Descriptions the Camegie Tech management game 
referred frequently this article can found 
Cohen and others, “The Tech Management 
Game,” Journal Business, XXXIII (October, 1960), 
303-321; Dill, New Environment for Training 
Decision Makers,” Fleischman, ed., Studies Per- 
sonnel and Industrial Psychology (Homewood, The 
Dorsey Press, Inc., 1961); Dill and others, 
ences with Complex Management Game,” California 
Management Review, (Spring, 1961), 38-51. 


that is, the computer model the rules that 
the umpires use determine results. This 
important, for reflected the kinds 
information that the teams receive and the 
kinds decisions they must make but 
important other ways, too. 

The world should complex that results 
will not depend inordinately one two 
kinds decisions that the team may make. 
the other hand, should not complex 
that cannot analyzed and does not re- 
spond action. unresponsive environment 
may realistic imitation some businesses, 
but damaging team motivation. The 
world should include surprises for the teams, 
but these should not totally unreasonable 
their eyes. random model—such the 
McKinsey game uses—can produce demoraliz- 
ing results for players whose experience tells 
them that the environment relatively stable. 

The environment against 
compete also ought put premium ac- 
tion that well planned and intelligently co- 
ordinated over period time. Proctor and 
Gamble accomplishes this some their 
scheduling games charging teams high 
costs for each change the level produc- 
tion; have similar penalties built into 
ours. also lag the effects expenditures 
such things advertising, maintenance, and 
research, and the effects hiring and firing 
productivity that actions have 
planned well advance anticipated results. 

For some products, four playing periods are 
necessary from the time materials are bought 
until finished goods are sent consumers. 
Other planning sequences cover year 
more simulated play. Players one team 
for which was director projected forecasts 
sales, income, and balance sheet position two 
three “years” (24 moves) ahead 
order get their board’s approval for long- 
run dividend policy. 

meet the kinds requirements have 
been specifying, the environment almost has 
simulated computer. Human umpires 
and clerks are too slow, too expensive, and too 
inaccurate. Some the simpler computer 
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games can calculated hand, but the time 
for doing increases from few minutes 
machine minutes more per move. The 
Carnegie game requires about minutes 
time 1BM 650 generate one period’s re- 
sults for three teams competition with one 
another. would impossible run except 
machine. 

Yet, although the computer necessary for 
complex game, our experience has convinced 
that the kinds things that computer can 
generate provide only part the environment 
with which trainee should confronted. 
One major shortcoming most game experi- 
ments today, one that can easily corrected 
within the framework existing games, 
that there not enough attention the live 
interactions that managers have with other 
persons even within the playing teams. At- 
tempts have been made provide more 
this kind experience. 

have already mentioned the attempt our 
game force players develop instructions, 
policies, and decision rules that men who are 
not members management can use; teach 
these rules those who will apply them; and 
then live with the results actions taken 
subordinates the absence the players 
who manage the team. (So far, poor rules 
poor training has led passed dividends, un- 
authorized liquidation investments, un- 
wanted changes production schedules, and 
disastrous pricing decisions for some teams. 

Members the Program for Executives 
Carnegie last spring did not apply the com- 
puter for bank loan; instead they applied 
person team made faculty members 
and Pittsburgh bankers, presented their case, 
and negotiated the terms the loan. The 
terms then became computer inputs and part 
the team’s record. 

After several moves with the Carnegie 
game, Tulane University has confronted play- 
ers with demands from union representing 
hourly production workers for higher wages 
and other fringe benefits. faculty member 
with long experience mediator and arbi- 
trator labor disputes represented the union 
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and, under the threat strike deadline, ne- 
gotiated new contracts with the game teams. 
The teams had live from then with the 
additional labor costs that the negotiations in- 
curred. 

Last year, our graduate program, 
asked groups first-year graduate students 
who were not playing the game audit the 
books the second-year men who were. They 
combined traditional audit with general 
management survey and analysis. Several 
benefits this are already apparent. the 
view partner one the city’s leading 
C.P.A. firms, the students who did the audit 
learned more about the philosophy, the tac- 
tics, and the standards good management 
audit than they could have learned several 
semesters accounting. Not the least that 
they learned were some the problems in- 
volved getting the management group 
accept report that was highly (and right- 
critical management. They came 
appreciate the distinction between responsi- 
ble and irresponsible criticism. The teams 
learned how their performance looked out- 
siders, and they learned some the standards 
which they might expect held the 
real world. 

game for use with federal government 
executives was developed Norman Martin 
and John Howard Sims the University 
Chicago. placed great deal emphasis 
testing men’s reactions day crisis. 
number outsiders were hand harass 
the top echelons management with news 
that one their best employees was about 
accept job private industry; with word 
that the Philadelphia warehouse had burned 
down; with unannounced visits 
gressmen and the with slowdown among 
the secretarial staff; and with assorted other 
problems. When the players were inept, the 
net result work was chaos. 

using the Carnegie Tech game with grad- 
uate students Carnegie, Indiana, and Tu- 
lane, board directors was established for 
each team. The job these boards was not 
teach men how play the game, but ques- 
tion them how they are playing it, and, 


they learn better job, keep raising 
the standards which their performance 
judged. 

Boards have been important for three rea- 
sons. First, there principle learning 
theory that the points made explicit stick 
longer with trainees than the ones not brought 
the surface discussion, experience, reflec- 
tion, argument. 

Second, the boards directors can empha- 
size that analysis important action for 
success top management. man has 
explain outside board why thinks 
per cent good dividend payout ratio, 
less likely give arbitrary figure than 
only has justify himself. 

Third, key element executive success 
the ability present and justify ideas oth- 
ers. Suppose could trust our finance officer 
per cent payout ratio. real life, his anal- 
ysis may avail unless can get his 
superiors accept it. The directors can stimu- 
late well-planned and substantial presenta- 
tion facts, opinions, and recommendations. 


Considerations 


The possibilities for other game exercises are 
many. For program aimed men who have 
had supervisory experience, for example, 
why not give them the opportunity hire, 
train, and control some clerical people 
routine accounting and analysis? the 
game rich enough and complex enough for 
players employ men with knowledge 
modern operations research management 
science techniques, why not let them commis- 
sion special staff studies, both means 
training the staff men and educating future 
managers the potential these new 
techniques? 

Another intriguing possibility permit 
teams negotiate with one another over the 
long run the licensing products, the sale 
equipment and buildings one another, 
the terms mergers. can done without 
creating lasting personal frictions among the 
players, might also instructive let 
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teams hire men from one firm another, 
setting open market for managerial 
talent. 

Personnel men and training directors have 
major stake the success failure man- 
agement games; yet group they have con- 
tributed relatively little the design games. 
know only two games that involve indices 
employee morale and that provide basic 
structure generate employee grievances 
and strikes. know game that really 
poses questions organizational design 
organizational efficiency, except within the 
small team players who make the top 
management group. There are specialized 
games teach concepts and strategies mar- 
keting, production, and finance, but know 
none personnel, labor relations, organiza- 
tional planning. 

get the most from game executive 
development program, two further conditions 
are perhaps obvious but worth mentioning 
since they are often overlooked. First, there 
should adequate time and leadership for 
discussing the results the game and the ex- 
periences that players are having. The men 
who most need training are the men who 
not learn easily and automatically from their 
own experience. Sessions may held with in- 
dividual teams intervals during play the 
game review their progress organizing 
and working toward their goals. Sessions 
may held with several teams present dis- 
cuss what are appropriate standards team 
performance and, after the game, compare 
the teams’ objectives and strategies with their 

Second, efforts should made integrate 
the game with what the men the job. 
Our experience Carnegie shows that three 
kinds integration work well: (1) asking 
players discussion sessions draw their 
experience the game data for exploring 
the meaning new ideas and concepts; (2) 
providing opportunities and incentives for 
men use ideas and methods gained from lec- 
tures, discussions, and readings their play 
the game; and (3) examining the computer 
model the game way teaching play- 
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ers how companies and industries function 
economy and how construct games and 
simulations their own. 

These, then, are the major specifications for 
games that are meant simulate what the 
manager does. They are offered, tentatively, 
plans that have worked well for and for 
others. want now re-emphasize one theme 
that underlies them all. 

concept what executive develop- 
ment program should and what game 
such program should emphasizes hard 
work, fair degree stress for the partici- 
pants, and open (and, necessary, criti- 
cal) evaluation how they are doing. For 
various reasons Carnegie, have pushed 
our students harder playing the manage- 
ment game than have our executives. The 
executives have more freedom pace them- 
selves and set their own standards per- 
formance. not particularly surprising, 
result, that few executive teams have only 
half-played the game and that the best teams 


comparative match have been made 
students, not executives. 


These are harsh words implement where 
senior executives students may outrank the 
trainer and where they are looking for res- 
pite from the stress and strain their regular 
jobs. the other hand, seems clear for 
mature and experienced men does for col- 
lege students that real learning involves hard 
work and that one does not learn cope with 
the stresses and strains management job 
except experiencing them and conquering 
them. 
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well-designed, well-run game does not 
offer easy path learning; but offers 
way present some the problems, chal- 
lenges, and stresses managerial work 
men who must leam them under conditions 
where the costs failure, the man and the 
individual, are real but much smaller than 
real life. 


GAMES TEST 


The third possible contribution games 
executive development tool for assess- 
ment. One company, Proctor and Gamble, has 
tried this year evaluate college students em- 
ployed for the summer their performance 
game exercise. Other companies are also 
using games judge the potential employ- 
ees. The motivation much the same, think, 
that which leads try “stress interviews” 
that which led the Office Strategic Serv- 
ices World War test men putting 
them through mock-ups situations they 
might have face behind enemy lines. 

The promise and the problems are roughly 
the same. reasonable use games as- 
sess men if—but only if—three conditions are 
met: 


must have criterion that know 
what kind men are looking for. (This 
gets increasingly difficult move into the 
more individualized upper echelons man- 
agement. 

must have theory, system meas- 
uring behavior, and some experience that will 
let interpret the meaning the behavior 
that our candidates display. 

must have adequate control over the 
way the game develops that understand 
the stimuli that the man responding and 
the reasons why chose behave did. 


But until get more experience, prob- 
ably best simply observe what happens 
games, try infer the reasons for various 
people’s behavior and for their success lack 
success, and then pool our observations 
with the impressions have from other 
sources. The best measures try derive 


from observing the players game are prob- 
ably not the “traits” for which search with 
objective personality tests and about which 
talk vaguely management. Instead, 
can often see the players duplicating the 
specific behaviors would expect good 
poor manager. Carnegie, think that 
the game has helped distinguish men 
who have aversion routine work from 
those who seem greatly attracted it. 
think has helped identify men who take 
their tasks seriously and who work hard and 
men who show very great very little insight 
into how manage critical relationships with 
their peers. The presentations the boards 
have helped identify men who have the 
ability express ideas clearly, get jobs done 
schedule, and argue their positions force- 
fully. 

The danger that may assume that be- 
havior displayed the artificial environment 
game will also displayed the real 
world management. need keep 
mind that this was the basic problem the 
O.S.S. testing program, which, perhaps more 
than any other date, has explored the issues 
that would face using games predict 
executive success. Even carefully planned 
and varied set “test” situations, the O.S.S. 
found that was not able anticipate many 
the conditions that the men would face be- 
hind enemy lines. Similarly, none the busi- 
ness games now existence lets anticipate 
with any degree adequacy the world that 
the men select for management will per- 
form five twenty years from now. 

Carnegie have examined the person- 
ality characteristics individuals who turn 
out most influential their teams and 
members the teams that have done best 
the game. Raw intelligence, which counts 
highly academic course work, happily not 
good predictor success the game. say 
“happily” because have ample evidence 
that among college 
potential. None the other personality varia- 
bles that have looked related either 
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individual team performance. The quali- 
ties good game player may elusive 
the qualities manager. 


THE COSTS GAMING 


Relatively little has been published about the 
costs gaming. Clearly, expensive start 
from scratch—to design and program man- 
agement game, prepare and revise manuals 
instructions for players and administrators, 
and experiment with ways exploiting the 
educational potential. The company 
that wants its own game, even relatively sim- 
ple one, must prepared make substan- 
tial investment time, money, and talent. 
The company that wants complex game 
modeled after its own problems will have 
make very large investment. 

develop the Carnegie Tech management 
game, six faculty members worked part time 
for two months map out the basic design. 
least three man-years have gone into the 
initial programming for the computer, into de- 
bugging efforts, and into modifying the pro- 
gram that the game could used more 
widely. The manuals for players have been 
through several revisions, and will take 
many more months write complete 
manual instructions and advice for others 
who use the game. 

the other hand, the process devel- 
oping game, companies obtain many impor- 
tant side benefits. bringing line executives, 
staff specialists, and computer technicians to- 
gether plan what the game should like, 
possible to: 

Provoke thorough review the purposes 
and methods training programs within the 
organization 

Create closer working relationships be- 
tween men who know the company and its 
problems and the newer, younger employees 
who have the special skills needed con- 


struct the game model and program for 
the computer 


Explore detail many important questions 
about the effects managerial decisions and 
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about the interdependence between the com- 
pany and its environment. 


The out-of-pocket costs (and the indirect 
gains are much less company decides 
use one the many games already avail- 
able. Some the simpler games—both with 
and without computer—can run for small 
groups one man who has taken the time 
learn how manage them and anticipate 
and prepare for some the emergencies that 
may arise. noncomputer game, though, 
not necessarily easy inexpensive run. 
probably takes more advance planning, more 
preparation playing materials, and more 
man power referee the game and check 
players’ calculations concentrated run 
the McKinsey game, noncomputer game, 
than does similar run the game, 
which requires computer. The real costs for 
man power and for computer time any 
the games are hard estimate, because they 
depend each situation the degree 
which the men and computers would other- 
wise involved gainful work for the com- 
pany. The costs even complex game for 
company that has training department per- 
sonnel and large computer standing idle 
some the time may very low. 


The right game for stimulation one that 
relatively simple learn, easy administer, 
not very subtle what teaches, and basi- 
cally interesting the men who are play it. 


Games can also used educate—to simu- 
late the opportunities, the challenges, and the 
pressures that executive confronted with 
and provide setting which men can de- 
velop managerial skills. These skills include 
ability adapt new situations; ability 
set goals and work from these goals de- 
fining problems and planning action; skepti- 
cism that causes men ask questions and 
out looking for information; understand- 
ing relationships among specialized jobs 
the firm; willingness work responsibly and 
effectively with others; and ability learn 
from experience and learn how organize 
and transmit experience others. 
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THIS ARTICLE might have been entitled “Man- 
agement Games—Recreation Education?” 
was meant convey the excitement and the 
promise, along with the problems and the con- 
fusion, that surround the discussion what 
games can contribute executive develop- 
ment. 


have progressed farthest using man- 
agement games recreational tool. When 
used start executive program bol- 
ster toward the end when interest other 
activities lags, management game that ad- 
ministered with efficiency and showmanship 
has great powers stimulate and entertain. 
can help shake men loose from old habits 
and stir their enthusiasm for new learning. 


The game that will best develop these skills 
complex one that provides players with 
lots information, asks them make vari- 
ety decisions, and calculates the results 
their actions elaborate and realistic 
way. Such game puts premium planning 
and intelligently coordinated action over 
period time. Players are pitted against 
“model” the world, simulated with the help 


computer; but addition, they must deal 
face face with other groups: subordinates, 
bankers, boards directors, labor representa- 
tives, and the like. The greatest need the 
games now have for more flexibility 
their design and for more stress decision 
problems the areas organizational design 
and personnel management. 

Where games are used develop manage- 
rial skills, players should have time and 
tives discuss their experience. What they 
the game should integrated with other 
parts the training program. Learning 
most likely effective the men are chal- 
lenged work hard and are not protected 
extreme degree against stress and possible 
failure. 

The wisdom using games evaluate 
managers not yet clear. hard predict 
who will well complex management 
game just hard predict who will 
well real management job. Nevertheless, 
observations how well men game 
may valuable supplement other infor- 
mation that available assess their poten- 
tial. 


r 
CHESS BOARD the world, the pieces are the phenomena the 


universe, the rules the game are what call the laws Nature. 
The player the other side hidden from us. know that his 


play always fair, just, and patient. But also know, our cost, 
that never overlooks mistake, makes the smallest allowance 


tor ignorance. 


—Thomas Henry Huxley 
LIBERAL EDUCATION 
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Applying the Strategy Market Segmentation 


ARKET SEGMENTATION the strategy 
dividing markets order conquer 
them. Its philosophy “something for every- 
body,” within practicable limits. defini- 
tion, this less formal but more useful than 
those found marketing textbooks. 


Textbooks define market segment any 
subsection total market that worth culti- 
vating. They add that order implement 
strategy segmentation firm must first iden- 
tify the segment and then take marketing 
action based upon that identification. Unfor- 
tunately, bookish definitions like these not 
cast much light upon the process whereby 
businessmen decide whether segment worth 
cultivating truly exists. Moreover, they seldom 
give basis for relating the single decision 
whether not segment market any 
dynamic, over-all corporate strategy that im- 
plies continuity this decision-making 

well known that all companies more 
less segment their markets. What are inter- 
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ested this: Are the company’s criteria for 
deciding whether submarket worth 
vating general that the decision segment 
frequently made, are they specific that 
the company seldom moves this direction? 
Looking the same set objective marketing 
facts, one firm may decide segment pro- 
gressively, while another firm may decide not 
segment all, depending their relative 
enthusiasm for segmentation general strat- 
egy behind their marketing approach. More- 
over, marketing action, following the decision 
segment, may take different forms. 


AGGREGATION 
SEGMENTATION 


Perhaps the best way understand this con- 
cept and its implications consider simul- 
taneously the approach and the rationale 
each these opposite strategies. The opposite 
market segmentation could called mar- 
ket aggregation, suggesting the policy 
lumping together into one mass market many 
groups buyers who might otherwise mar- 
ginally differentiated one from another into 
smaller submarkets. 
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The strategy market aggregation some- 
times related such considerations cost 
production, warehousing, 
The idea here that long production runs are 
more economical than short runs, that inven- 
tory costs may minimized fewer lines are 
offered, and forth. Another set reasons 
supporting market aggregation focuses upon 
measurements the buying efficiency pro- 
motional funds. Within certain dollar ranges, 
least, the efficiency promotional budgets 
may respond elastically changes size. 
That is, each dollar added the promotional 
investment single product may result 
proportionately larger increase promotional 
efficiency. The explanation this lies the 
basic per-thousand costs advertising media. 
Media costs tend follow this law: The larger 
and more general the medium, the smaller the 
cost per thousand; the more limited spe- 
cialized the medium, either geographically 
editorial audience appeal, the greater 
the cost per thousand. The more that markets 
may aggregated, the lower the cost per 
thousand buying advertising reach that 
mass market, least within the range cer- 
tain promotional budgets. 

For the major consumer advertisers, how- 
ever, promotional budgets frequently pass the 
range efficiency discussed above. The size 
and diversity the mass-consumer markets 
require supplemental advertising investment 
local and/or specialized audience media. 
The latter then become important part 
the company’s total national advertising pro- 
gram. this point, one rationale for the strat- 
egy aggregation tends disappear; indeed, 
national advertisers move toward segmenta- 
tion strategy proportion their targetting 
selective local and/or specialized markets. 

The strategy market segmentation sug- 
gests continuous policy looking for dif- 
ferences, geographical otherwise, the 
total market, and the continuous exploitation 
these differences. Often they are quite 
marginal, and their exploitation may require 
imaginative thinking merchandising and 
promotion. Thus, some the finest examples 


market segmentation entail really creative 
actions. These may the creation new 
buyer needs, least the crystallization 
needs previously felt only vaguely 
slight degree. The effective crystallization 
such needs the minds some consumers 
invokes demand for new specialized product 
where previously there was reasonable satis- 
faction with more generalized product. 

Segmentation may also 
many facets marketing other than the prod- 
uct mix—for example, the penetration new 
markets for existing products through sales 
force specialization, the greater diversifica- 
tion distribution channels. 

consistently practiced strategy, seg- 
mentation seems oriented toward high 
sales volume, more than the opposite policy 
aggregation. ordinarily demonstrable 
that total sales may increased with more 
diversified product line sold through more 
diversified channels. The operative considera- 
tion is, traditionally, whether the line can thus 
expanded profitably. This turn may lead 
the weighing average unit profits versus 
marginal unit profits. These are always chang- 
ing relationships, but important secular trends 
seem altering the equation favor 
market segmentation more generally advan- 
tageous strategy. 

Some these trends relate simple demo- 
graphic factors, which tend make markets 
larger and more segmentable. Such factors in- 
clude increased population, income, leisure 
time, home ownership, educational level, and 
forth. perhaps less obvious factor in- 
creasing the acceptance market segmenta- 
tion corporate strategy has been the 
advance technique market research, 
which always seems finding better ways 
identify consumers and their buying moti- 
vations. 


Common Examples 


All around can see the fruits market 
segmentation practiced major national 
manufacturers consumer goods. Taking the 
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APPLYING THE STRATEGY MARKET SEGMENTATION 


period just before World War our refer- 
ence point, find everywhere examples 
companies that have followed pattern pro- 
gressive segmentation their markets. Re- 
member when most cigarette smokers were 
users only four brands, all standard size, 
nonmentholated? 
Cigarettes are perhaps noteworthy example, 
but they are surely not unique. Package foods, 
cosmetics, soaps, liquor, and automobiles are 
other obvious examples. 


Some consumer product-line manufacturers 
have practiced segmentation assiduously 
over many years that they are now dan- 
ger losing their corporate identity the 
minds consumers. Even the most confirmed 
segmenters acknowledge that the “family 
products” effect can beneficial. then 
that they turn umbrella devices, like the 
Betty Crocker name and the spoon the 
General Mills packages. 


Few companies that have chosen the strat- 
egy market segmentation, however, have 
reached such point. For most would-be seg- 
menters the immediate problem how 
diversify rather than unify their offerings. 
They tend use corporate emphasis only for 
special purposes—on temporary basis when 
introducing product trade rather than 
consumer promotional levels. 


widespread adoption seg- 
mentation—made obvious the postwar 
boom new brands and sales outlets—must 
recognized marketing strategy that 
takes account more than just simple eco- 
nomic demographic changes American 
life. For example, consumers and 
are subject constantly in- 
creasing volume advertising messages. 
great the total number advertising mes- 
sages with which are daily bombarded that 
this fact alone tends outmode one implica- 
tion the strategy market aggregation. 
The marketer who formerly preferred con- 
centrate his promotion tightly limited 
product line had the back his mind that 
could, perhaps, overwhelm his buying 


public with the sheer volume his repeated 
advertising messages. This has become 
impossibility recent years. 

More and more the successful advertiser has 
depend the uniqueness his selling 
message order win consumer interest. 
And product differentiation, however margin- 
al, one the more obvious ways finding 
unique selling message. Even the Coca-Cola 
Company, that steadfast proponent market 
aggregation that has been the mind man 
and boy one brand, one product, and one bot- 
tle, has recent years edged slightly toward 
segmentation with its multisized bottles, and 
thus has found new selling appeals. 

Sociologists and others have commented 
the increasing sameness many aspects 
American life. The other side this coin 
distinguish ourselves from our development- 
housing neighbors, increasing our demand for 
least minor distinctions the products that 
consume. This, course, plays right into 
the hands the market segmenters. 

The postwar onset television has fur- 
nished most convenient springboard for 
market segmentation strategy more 
widely applied. the 
introduction new products, regular con- 
dition life for thoroughgoing market seg- 
menters, common approach market-by- 
market. Spot powerful, well-adapted 
medium for promoting new products selec- 
tive markets. Another recent development 
multiplication state and 
regional editions magazines formerly avail- 
able only single national buys—may 
understood both applied form market 
segmentation the magazines and stimulus 
toward the strategy market segmentation 
the part advertisers. 


BUSINESS AND AGRIBUSINESS 


Leaving the more familiar realm consumer 
goods, encounter dramatic insights into 
segmentation strategy everywhere indus- 
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trial marketing. Recently, manufacturer 
industrial metal buildings, aiming sell store 
buildings large retail chain organizations, 
shifted its tactics allow its dealer organiza- 
tion carry the ball promoting such na- 
tional construction contracts. Previously, this 
manufacturer had tried, not too successfully, 
handle these retail chains house accounts, 
and offer them standardized, prototype 
building. The dealer organization was finally 
recognized the key unlocking this mar- 
ket, because dealers are better able tailor 
their product offering the buyers’ local 
needs, even when the buyer large national 
chain. other words, what had been consid- 
ered single aggregated market proved 
through hard experience more correctly 
defined segmentable market. 


Another broadly segmentable market rep- 
resented American agribusiness its role 
purchaser numerous production inputs. 
Despite some widespread stereotypes about 
agriculture—as the expression “the farm 
which implies that agriculture 
could considered unit—today’s agricul- 
tural organization rich variations. actu- 
ally makes segmentation strategy mandatory 
for suppliers who would penetrate agricul- 
tural markets any depth. agriculture, the 
problem for marketers not whether seg- 
ment this vast buying potential, but how and 
what degree. the last analysis, two 
farms are precisely the same their sig- 
nificant demand characteristics, nor they 
have precisely the same enterprises. con- 
sumer marketing, the firm selling agricul- 
tural markets must aggregate its final custom- 
ers least the extent dealing with groups 
rather than individuals. There point 
analytically subdividing agriculture into pur- 
poseless fragments, even going beyond 
some the broader, more obvious subdivi- 
sions. 


Since the tree agriculture has too much 
foliage for examine every leaf, pro- 
pose strip back the bark from just one 


branch, and see how the sap runs. 


The two most basic branches agribusiness 


are crop production and livestock-poultry pro- 
duction, although the interrelations and over- 
lappings between the two are complex that 
their presentation dichotomy could mis- 
lead. these two, the livestock-poultry sector 
the more important terms total income 
farmers. Moreover, secular trends Amer- 
ican consumption patterns 
protein diets indicate even greater future im- 
portance for this sector. general, livestock- 
poultry more dynamic and challenging 
example for the purposes this article. 


LIVESTOCK CHEMICALS 


Among the most important the industrially 
purchased inputs used for livestock-poultry 
production are fine chemicals and drugs. In- 
deed, the annual expenditure $250 million 
for these represents about per cent all 
goods and services. shortened term for this 
particular reinvestment volume the market 
for livestock chemicals. 

The balance this article will focus 
experience gained companies that are try- 
ing, various ways, segment the market 
for livestock chemicals, and generalized con- 
clusions will developed from their expe- 
riences. 


The Structure: Submarkets 


One consideration focusing upon the mar- 
keting livestock chemicals that involves 
definite submarkets that are representative 
(1) quasi-professional ethical product mar- 
keting; (2) industrial bulk product market- 
ing; and (3) quasi-consumer packaged prod- 
uct marketing. These natural submarkets are 
briefly explained below. 


The Licensed Veterinarian.—When com- 
pared with the professional marketing 
drugs for humans, the marketing livestock 
drugs through professional veterinarians of- 
fers points both similarity and dissimilarity. 
The essential difference, course, that the 
veterinarian operates economic rather 
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than humanitarian rationale. Nevertheless, 
veterinarians are motivated some extent 
least service concept, and they tend 
quite “touchy” about their professional status. 
short, veterinarians think themselves, 
and foster image themselves, ways 
set them apart distinct submarket and 
obvious target for segmenting strategy 
chemical and drug manufacturers. 


The Feed selling major 
feed manufacturers, the appropriate market- 
ing mix that required many industrial 
marketing situations, such the selling 
bulk chemical intermediates. happens, 
however, that concentration the feed in- 
dustry very low, compared with other basic 
manufacturing industries. More than per 
cent total manufactured feed volume 
accounted for some 5,000 small operators. 
the lower end the feed-tonnage spec- 
trum, these 5,000 merge into the manufactur- 
ing retailers, who sell over the counter pack- 
age form many the same drugs that they 
buy bulk for mixing their registered 
and/or custom feeds. 


Over-the-Counter Packaged Products.— 
Some 25,000 assorted drugstores, feedstores 
and mills, country elevators, hatcheries, co- 
operatives, farm-to-farm salesmen, and other 
retailers sell livestock chemicals over the coun- 
ter both feed and nonfeed forms. Drug 
promotion farmers through these unre- 
stricted channels simulates consumer goods 
marketing, with manufacturers using all the 
techniques mass promotion and advertising. 


This occurs despite the fact that the products 
involved are production inputs and should 
bought the farmer not 
his capacity consumer but purchasing 
agent for his livestock enterprise. 

Before analyzing how manufacturers have 
implemented their identification these three 
segments the livestock-chemicals market, 
should understand that many firms limit 
themselves agriculturally cream-skim- 
ming operation, confined single submar- 
ket. For example, large variety firms— 
some not essentially chemical drug com- 
panies such distillers, brewers, Eastman 
Kodak, Borden’s, and others—simply sell bulk 
vitamins antibiotics the commercial feed 
industry. For them, well for other firms 
that confine their involvement the veter- 
inarian submarket (as some ethical drug 
manufacturers) the over-the-counter 
package goods submarket, the opportunities 
practice market segmentation are much 
fewer. Our main interest here approaches 
employed those firms that aim for substan- 
tial operations all three the major sub- 
markets the livestock-chemical industry. 


Implementation 


Marketing problems begin, not 
end, with the identification the above three 
submarkets. Complications arise from the fact 
that they overlap. Broadly speaking, drug and 
chemical manufacturers have sought seg- 
ment these submarkets through 
proaches: 

Sales force separation, which, carried its 

logical conclusion, entails operating each 

submarket through quasi-independent, dif- 
ferently named corporate subsidiaries 

less formalized approach, with some- 

what lower-key emphasis 

multiplication under one label and one man- 
agement. 

Firms that have sought keep their mar- 
keting efforts each the three submarkets 
completely separate have commonly used the 
cover device different corporate names. 
Partly, they aim for greater sales and deeper 
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penetration fostering specialization; the 
marketing effort each subsidiary tightly 
compartmentalized one or, the most, two 
the major submarkets. Their aim also 
prevent one submarket—especially the veter- 
inarian segment—from knowing what happens 
another. For example, Vick splinters off the 
veterinarian submarket for development 
its Jensen-Salsbery subsidiary, while its Hess 
Clark subsidiary operates over the counter; 
American Home Products markets ethically 
Fort Dodge Laboratories, and over the 
counter Wyeth; Lilly appears Corn States 
veterinarians, but sells the feed industry 
under the Lilly name, Elanco division. There 
are numerous other examples. 

consideration for some human 
drug companies, which are greatly concerned 
with maintaining 100 per cent ethical image 
the eyes druggists, that they wish 
sell farmers packaged animal-health products 
while avoiding the hurly-burly shelf com- 
petition within the drugstore itself. With re- 
tail druggists controlling about per cent 
the packaged animal-health 
image hard maintain without benefit 
cover organization. Schering handles this 
selling its own labelled animal-health prod- 
ucts through licensed veterinarians, while its 
American Scientific subsidiary sells through 
unrestricted channels, including drug outlets. 

The other general approach market seg- 
mentation—emphasis product-line diversi- 
fication under one label—is the favorite the 
large companies that have entered agriculture 
from fine chemicals. The idea here offer 
the same basic product wide array 
forms, package sizes, “formulas,” and conven- 
ient combinations. The objective cover 
product: all species livestock 
try; all routes entry into the animal; types 
that typically move over the counter (such 
growth stimulants); and types that are 
usually distributed veterinarians (such 
certain biologicals). All are under one cor- 
porate name and/or 
Because the three submarkets tend blend 
together certain areas, this 


mits the same salesman “sell everybody 
town,” while the advertising “gets more mile- 
age.” Heavy consumer and trade promotion 
concomitant this species market seg- 
mentation, which relies the pulling power 
stances, for loss veterinarian and/or dealer 
incentive push merchandise. 

other words, the product-line diversifica- 
tion approach can developed modify 
even overcome the traditional attitudes held 
some veterinarians, druggists, and other 
retailers who might expect local “exclusives” 
animal-health products. Merck, American 
Cyanamid, and Pfizer have all been notably 
successful operating this basis. Pfizer, 
for instance, has been most ingenious mul- 
tiplying its brand oxytetracycline into 
profusion forms, package sizes, combina- 
tions, and special formulas, some rather mar- 
ginally differentiated one from another, and 
then backing all this with saturation dis- 
tribution and promotion program farmers 
and all three the submarkets. 


Evaluation Techniques 


The separate sales force approach, institu- 
tionalized into operation through differently 
rooted the traditions and predilections 
veterinarians and, lesser extent, drug- 
gists and feed manufacturers. 

For the many manufacturers that far 
have made only token entry into livestock 
chemicals, this particular segmentation route 
undoubtedly offers interesting possibilities for 
achieving wider and deeper market penetra- 
tion. does suffer, however, from the ultimate 
limitation being oriented toward the status 
quo the agribusiness. With the organiza- 
tion American livestock and poultry pro- 
duction rapidly moving toward thoroughgoing 
specialization, larger unit size, and more in- 
tegration—both 
these changes are being reflected the rela- 
tive importance various channels dis- 
tribution livestock chemicals. 
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Western commercial cattle feedlots, for 
instance, veterinarians are tending toward 
more specialized diagnostic-advisory func- 
tions with less dispensing, and with control 
(particularly health products 
passing heavily into the hands laymen. 
Even the Midwest, hypodermic syringes, 
ownership which was once the hallmark 
the professional veterinarian, are now the 
hands one-third all livestock farmers. 
More than per cent all large animal in- 
jectable products are estimated now ap- 
plied farmers themselves. 

Developments such these, plus the al- 
ready mentioned dispersal the feed indus- 
try, create difficulties for the segmentation 
approach based separate subsidiaries op- 
erating rigidly defined submarkets. Within 
the parent corporation, need may frequently 
arise arbitrate jurisdictional problems 
caused these shifting areas between sub- 
markets. 

contrast, the segmentation approach, 
which based mostly product diversifica- 
tion, allows more flexibility the matching 
products channels. The trade classifies 
itself, speak, with minimum intraorgan- 
ization friction and with bases left un- 
touched. easy, then, handle the many 
overlapping trade classifications, such the 
integrated broiler organization, the veter- 
inarian the wholesale feed supply business. 
matter what buyer wants particular drug 
whatever form, quantity, package size, 
any the manufacturer’s territorial salesmen 
can service the account. The extreme diversity 
production patterns different species 
livestock and poultry, and the various re- 
gions, reflected how producers buy live- 
stock chemicals. puts premium 
flexibility the marketing organization 
firms that would sell livestock chemicals 
great volume. 

Thus, the most generally successful ap- 
proach segmenting the market for livestock 
chemicals appears involve (1) single 
marketing management; (2) multiplication 
product offering suit the needs every 


major type and size buyer; and (3) full- 
line offering the field. This recognized 
somewhat less aggressive response the 
segmentation possibilities inherent the 
three major submarkets than its alternative— 
split operations through quasi-independent 
corporate subsidiaries. 

The latter approach seems, eventually, 
become type overresponse the inherent 
segmenting possibilities. This conclusion sug- 
gests that there implied time dimension 
identification market segments. the 
short run, before deep market penetration can 
programmed, market segments can 
identified their close correspondence 
prototype. the long run, after enough time 
has elapsed sell market segment real 
depth, this deeper penetration takes the mar- 
keter past the clear-cut, close-to-prototype 
customers, and into the areas populated 
cross-over customers who are only partly 
that segment. not matter the market 
segment becoming illusory; these are real con- 
cepts. Rather, case where the validity 
limits the segment identification have been 
finally reached. 

contrast, the more flexible approach to- 
ward segmenting the livestock chemical sub- 
markets—exemplified Cyanamid, Merck, 
and Pfizer—represents more mature form 
segmentation strategy, this industry 
least. view the organizational history 
these firms tends verify this thesis. one 
point another the past, all three these 
firms have had marketing organizations that 
incorporated some the philosophy the 
ent-label approach. For example, the licensed 
veterinarian submarket was, 
singled out Cyanamid sell under the 
Lederle label, Merck under the Merck- 
Sharp Dohme label, and Pfizer under 
special brown label. time, however, with 
deeper market penetration accompanied 
stream new products, these special sub- 
market labels were sloughed off the present 
segmentation strategy crystallized and em- 
phasis shifted offering many products 
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tailored submarkets under one corporate 
labei and one marketing management. 


MARKET SEGMENTATION the strategy di- 
vide-and-conquer, and its implementation 
takes many forms. Like Moliére’s character 
who had been speaking prose all his life with- 
out realizing it, all firms practice market seg- 
mentation some degree, mostly without 
conscious formalization corporate 
strategy. order that market segmenting 
action any firm qualify part general 
strategy, there should background 
more less continuous search for identifiable 
submarkets plus continuous exploitation 
them. 


their purest form, segmentation actions 
require imagination and creativity but are 
compensated for higher sales volume. The 
operative criterion, however, weighing such 
segmenting action product-line diversifica- 
tion has traditionally been profitability. Nu- 
merous examples from everyday life suggest 
that secular trends are altering certain equa- 
tions favor more extensive segmentation 
the profit-maximizing strategy for more and 
more firms. few the postwar demographic, 
sociological, and business factors contributing 
this development were mentioned. 

The livestock-chemical industry was ana- 
lyzed for applications segmentation strat- 
egy. Three major submarkets were described. 
Companies broadly involved livestock 
chemicals were found practice two kinds 
market segmentation: one based sales 
force diversification, which its purest form 


operation under differently named quasi- 
independent subsidiaries each submarket; 
the other emphasizing product-line diversifi- 
cation under one label and one marketing 
management. While the first approach 
widely used, and undoubtedly promising 
avenue expansion for firms now only mod- 
estly involved livestock chemicals, was 
concluded that long-run sales maximization 
the interrelated and shifting livestock-chemi- 
cal markets requires the greater flexibility 
the second approach. The area cross-over 
products and mixed channels distribution 
emphasize the need for flexibility, order 
sure that all bases are covered—by product 
well field sales effort. 

was concluded that the other market seg- 
mentation approach livestock chemicals, 
based split operations through separate 
corporate subsidiaries, becomes the long 
run form overresponse the segmenting 
possibilities inherent identification the 
three submarkets. This conclusion led the 
suggestion that there may time dimension 
implied the identification any market 
segment. the short run, firm can identify 
market segment the close correspondence 
customers prototype. the long run, 
after that market segment has been sold 
depth, the marketer works himself into areas 
populated cross-over customers who are 
only partly true prototype. Thus, the valid- 
ity limits the segment are finally reached. 
And that point that too rigid market- 
ing organization, one that attempts insti- 
tutionalize segmental distinctions, becomes 
instrument less than optimum efficiency. 
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Not Free But Small Fee 


HAS often been recommended, solu- 

tion urban traffic congestion, that pub- 
lic transportation made more desirable 
providing the service free charge. The 
people who, hoped, would attracted 
this reduction are those now driving automo- 
biles into, from, and within the congested ur- 
ban areas.' The purpose this article 
suggest that this proposal not apt prove 
the panacea has been claimed be, though 
less drastic remedy may beneficial for 
reasons not usually recognized. 


The crucial question how the automobile 
driver would react the introduction free 
mass transit services. The implicit assumption 
the argument favoring free transit that 
such measure would cause most drivers 


for example, Leslie Waters, “Free Transit: 
Way Out Traffic Jams,” Business Horizons, (Spring, 
1959), 104-9. 
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prefer the public transport their automo- 
biles. This assumption that deserves close 
scrutiny. 

The automobile driver, present transit 
fares, prefers the service provided his auto- 
mobile—for reasons that are readily under- 
stood. The bus passenger must compromise his 
individual preferences accordance with the 
service provided. The bus does not leave from 
exactly the place exactly the time that 
the individual passenger would have leave; 
does not follow the precise route that 
would choose; does not make only the stops 
between his starting point and destination 
that are necessitated traffic control devices; 
and does not stop exactly the place 
would wish to. (The express through bus 
attempt reduce the extent com- 
promise necessary, but some compromise 
inevitable long there less than one bus 
each The service offered the 
bus simply less convenient than that pro- 
vided the automobile. The bus lacks the 
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speed, storage space, privacy, and flexibility 
the turn, however, the automobile 
has its own disadvantages, perhaps chief 
among them being its cost and the fact that 
too many others realize its advantages. None- 
theless, automobile owners have weighed the 
two alternatives and made their decision 
the basis the costs currently involved the 
use each these modes transport. 

considering the reaction automobile 
drivers the provision free public trans- 
port, one must careful not beg the ques- 
tion pointing improvements transit 
service that would occur only the great ma- 
jority drivers became riders and the streets 
were left practically devoid automobiles. 
Each conversion driver rider would 
lessen the congestion, parking difficulties, and 
travel time, and would other ways make 
driving more attractive for those who con- 
tinued use their cars. There might then 
considerable defection the opposite direc- 
tion. The net result would undoubtedly 
some reduction drivers, but probably not 
unduly large one.* The implicit assumption 
extremely high cross-elasticity demand 
the driver for the services his 


difficult assess the efficiency the various 
modes transportation when the starting points and 
destinations travelers are widely dispersed. Under such 
circumstances, the automobile may often the least 
costly mode (especially the opportunity cost the 

number factors would tend curtail the shift 
from drivers riders that would result from the lowering 
bus fares. While the decline the number cars 
would tend reduce travel time the bus along its 
route and, improving the load factors, make eco- 
nomical increase the number buses, the saving 
travel time the motorist would 
greater. Furthermore, the improved load factor the bus 
would increase the number passengers; many motor- 
ists the crowding their car may well less objection- 
able than the crowding their person. 

benefits, largely confined motorists, 
would tend occur and act further check the 
shift from cars public transport. Parking might become 
cheaper and more available; auto insurance, fuel, repairs, 
and accessories might also become 
finally, the motorist’s travel time streets and over 
routes which there was bus service would tend 
lessen. 


relative the price the services public 
transport unsupported. the other hand, 
both the fact that the driver many instances 
willing pay considerable premium for 
the use his car and the fact that this prefer- 
ence has survived considerable relatively ad- 
verse cost changes have both been demon- 
strated. 

much own city New Orleans, 
one never out sight streetcar bus 
(many which are air conditioned and the 
fare cents (recently raised from cents 
short, the service excellent and the price 
only nominal. Yet either side beautiful 
St. Charles Avenue, the middle which 
the streetcars ply busily back and forth, there 
dearth automobiles whose drivers are 
doubt quite aware that they could travel 
much more cheaply the trolley. And the 
same true the buses. not likely that 
eliminating the 10-cent charge the public 
transport would lead wholesale desertion 
the auto. course, one could argue that the 
congestion might considerably worse the 
transit service were not inexpensive and 
such good quality.* The contention here not 
that the cross-elasticity demand drivers 
for transit services zero; simply that 
since drivers obviously not regard transit 
services and the services provided their 
own automobiles virtually identical, one 
should not assume the cross-elasticity 
extremely high. 

combating the problem traffic conges- 
tion, every effort that promises contribution 
greater than its cost should attempted. 
Among these efforts, measures increase the 
attractiveness the services provided pub- 
lic transport certainly have their place. But 
should not fallaciously conclude that the 
cross-elasticity demand for transit services 
great that will attract all the patrons 


despite the relative attractiveness 
transit system, traffic congestion New Orleans greater 
than the average the nation’s twenty-five largest cities. 
See Francis Bello, “The City and the Car,” Fortune, LVII 
(October, 1957), 158-59. 
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automobiles but increase the cost differ- 
ential. This assumes that all the customers 
the related market are the margin. 
Whatever the current costs the various 
services, travelers to, within, and from urban 
areas are distributed between two markets, 
the services which are means inter- 
changeable. Increasing the differential will 
simply reapportion the consumers between 
the markets (and also have some effect upon 
reason assume that the relevant elasticities 
are those needed cause most the con- 
sumers the high-cost market respond 
increase the differential deserting that 
market. The very existence substantial 
cost differential reflects dissimilarities the 
services that argue strongly against the ex- 
tremely high cross-elasticities upon which the 
argument favor free transit depends. 


Some should also directed 
the effect that free public transport will have 
the nondriver’s demand for these services. 
Whereas the cross-elasticity demand 
motorists not apt high enough divert 
the great bulk them this market, the elas- 
ticity demand for free transit services 
nonmotorists may well great render 
the proposal unfeasible. 


NOT FREE BUT SMALL FEE 


Many nondrivers are outside the labor force 
(which constitutes roughly third the total 
population) or, within the labor force, 
poorly remunerated the typical medium- 
sized city. the children, the very low- 
income group, and the housewives low- 
income families, fare even cents may 
significantly check the demand for these serv- 
ices (though there some evidence sug- 
gest that this fare air-conditioned buses 
render baby-sitting much less arduous hot 
summer afternoon there were charge, 
the bus trolley would become wonderful 
plaything (the enjoyment the child perhaps 
increasing directly with the number starts 
and stops and the quantity the service de- 
manded for other than economic reasons 
might greatly increase. The increase the 
demand for transit services, these were free, 
the part persons prevented age, in- 
come, other factors from becoming drivers 
might well make the service even less attrac- 
tive those who now drive and might greatly 
increase the cost providing the 
Hence, not all unlikely that the combi- 
nation insufficiently high cross-elasticity 
demand drivers for the services public 
transport and very high elasticity demand 
nondrivers for those same services when 
free charge might well aggravate rather 
than alleviate the problem urban congestion 
and increase the total cost transportation 
the typical city. 


odd that only one set value judgments 
usually brought bear upon the urban 
transformation now taking place our soci- 
ety. The growth the suburbs and the decline 
the downtown area almost universally 
viewed undesirable change which the 


urban transport, only point does the aver- 
age (not total) cost fall with increase patronage. 
the absence any rationing the service price, 
the quantity demanded might well increase much 
require additional facilities (the investment these 
generally the cost which could exceed 
that other more effective methods alleviating the 
problem. 
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automobile has played the role villain. If, 
however, this development looked 
different light, the auto can viewed the 
hero. has enabled our urban population 
spread over greater area, thus lowering the 
congestion living quarters and giving 
little breathing space, least our non- 
working and nonshopping hours. also 
rapidly alleviating two our major remaining 
areas congestion—the places where work 
and the places where shop. Concerns with 
interests vested the present distribution 
living, working, and shopping places are 
striving mightily slow the rate change by, 
essence, taking measures reduce urban 
congestion. They are also, however, putting 
forth essentially the same argument that 
have heard often the past—that excess 
capacity, wasteful duplication facilities, 
and forth—as flanking action safeguard 
these interests. Society had the good sense 
discount this argument when was put for- 
ward stagecoach and canal owners, even 
when was disguised matter esthetics. 

Good, bad, indifferent, the urban transfor- 
mation will continue. Traffic congestion, the 
by-product our attempts avoid living and 
shopping congestion, is, moreover, the major 
limitation upon the primary instrument the 
urban transformation—the automobile. Thus, 
direct attempts relieve traffic congestion, 
such street widening and the building 
expressways, will accelerate the rate the 
urban transformation that wider streets and 
expressways that can accommodate more 
automobiles will very quickly so. other 
words, these measures will then defeat their 
purpose; the rate urban transformation will 


quickly rise least its former troublesome 
magnitude. 

have rejected free transit unlikely 
persuade many drivers abandon their auto- 
mobiles and likely encourage the profligate 
use public transport nondrivers. the 
longer-run context the urban transforma- 
tion, apparent, however, that more 
judiciously selected subsidy 
system (one that would not make its services 
free charge) may have certain beneficial 
effects not usually recognized the propo- 
nents such subsidies. 


order identify these effects, should 
focus our attention not upon motorists who 
may become nonmotorists suburbanites 
who may become urbanites but upon exactly 
the opposite movements. Every new express- 
way makes the city dweller less content with 
his lot and encourages him buy automo- 
bile (if does not already have one) and 
move the suburbs. Wise subsidization 
the transit system, however, can make living 
the city more attractive and the relative cost 
joining the urban transformation greater 
those not yet committed it. 


Thus, the real merit proposals subsi- 
dize public transport not that they can pro- 
vide the same services the automobile but 
that the subsidy will increase the relative cost 
the potential participant the urban trans- 
formation and thus tend slacken its pace. 
this way, the rate increase the number 
cars the central urban areas may 
checked. might also regard such subsidies 
evidence our sympathy for that segment 
the urban population for whom participa- 
tion the urban transformation not pres- 
ent possible effective alternative. 
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Are Accountants Misstating Profits? 


MEASUREMENT business income has 
emerged the principal function ac- 
counting. This point has been emphasized for 
many years now well-known writers both 
accounting and other fields. Thorstein 
issue business the question gain and 
loss. Gain and loss question account- 

the light this widely recognized role 
accounting measuring business income, 
disquieting find many writers who 
imply, and often explicitly state, that tradi- 
tional accounting methodology “misstates” 
“distorts” Such charge— 
whether concerns overstatement under- 
statement made relative 
some standard, and the standard commonly 
ology “economic” “real” profit. Before 
proceeding with examination how ac- 
countants are said misstate profits, per- 
tinent inquire into the nature both ac- 
counting profits and economic real profits. 


Mr. Ray Associate Professor Accounting, University 
Florida. 


ACCOUNTING PROFITS 


Revenue arises the moment when realiza- 
tion deemed take place. One the most 
widely enunciated accounting postulates un- 
derlying business income determination that 
revenue recognized the accounts only 
when realized, that is, when evi- 
denced and supported genuine asset, 
preferably liquid form. has been stated 
that business revenue should have the follow- 
ing desirable characteristics:* (1) should 


Thorstein Veblen, The Theory Business Enterprise 
(New York: Charles Sons, 1904), pp. ff. 

See for example: John Canning, Certain Erratic 
Tendency Accountants’ Income Procedure,” Econome- 
trica, (1933), 52-62; Walter Adams, “Accounting Prac- 
tices and the Business Cycle,” The Journal Business, 
1949), 119-33; and Baxter, “The Ac- 
countant’s Contribution the Trade Cycle,” Economica 
(May, 1955), pp. 99-112. Many other illustrations this 
position can found the Accounting and Busi- 
ness Fluctuations, published the University Florida 
Press, copyright 1960 the Board Commissioners 
State Institutions Florida, from which parts the pres- 
ent article are derived. 

Heilman, “Realized Income,” The Accounting 
Review, (June, 1929), 81. 
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considered definitely ascertainable; (2) the 
certainty receipt should high; (3) 
cause action against outsiders should 
present; and (4) should possible in- 
clude the amount liquid funds that will 
available shortly for expenditures distribu- 
tion. 

the many possible bases that have been 
suggested for recognizing revenue, the sale 
comes nearest meeting the above criteria. 
The sale considered the end product 
operating activity from the standpoint 
business firm, and, rule, transfer prod- 
uct the customer coupled with passage 
legal title. The sale not restricted phys- 
ical merchandise; rather, broader view 
business activity adopted. According 
American Accounting Association definition, 
“Revenue generic term for (a) the amount 
assets received liabilities liquidated 
the sale the products services the 
enterprise, (b) the gain from the sales ex- 
changes assets other than stock trade, 
and (c) the gain from advantageous settle- 


ments 


The sale the final step recognition 
revenue has been criticized being, the 
one hand, too conservative and, the other, 
not conservative enough. The sale said 
too conservative since revenue earned 
through the productive process rather than 
the exchange process. The accountant, how- 
ever, stresses realization the criterion 
earned revenue. Exception made when the 
sale brings with definite assurance col- 
lections, the case cost-plus contracts 
and construction projects, when the prod- 
uct has ready market and accretion has 
taken place, that recognition all the 
revenue any one time would cause distor- 
tion. Those who think that the sale not con- 
servative enough have mind the “after 
the sale: the returns, collections, 


American Accounting Association, Executive Commit- 
tee, “Accounting Concepts and Standards Underlying Cor- 
porate Financial The Accounting Review, 
XXIII October, 1948), 341. 


expenses, and bad debts. The accountant may 
allow for these through the deduction esti- 
mates based past experience. 


Fluctuations the value the monetary 
unit, which the accounting symbol, may 
ignored. This postulate among the oldest 
accounting theory. has become axiomatic 
that financial accounting based the “cost 
principle.” The cost any factor produc- 
tion established the market place repre- 
sents, the date acquisition, the economic 
significance the factor. acceptable 
the accountant, costs must objective and 
verifiable. Accountants frown imputed 
costs. Consequently, hypothetical interest 
invested capital and imputed costs covering 
the services owners are not usually recog- 
nized. 

Once cost has been incurred, remains 
unaltered except expires the earning 
useful the business. Cost is, therefore, not 
synonymous with value except the extent 
that cost and value are presumed coincide 
the date acquisition the asset. 

Accountants have recognized that pe- 
riods major price movements the assump- 
tion stable measuring unit invalid for 
certain purposes. general, they have taken 
the position, however, that significant changes 
the price level, when needed interpret 
the financial statements correctly, should 
disclosed parenthetically, footnote, 
supplementary schedule. Even though orig- 
inal cost may lose much its economic sig- 
nificance periods rapid price changes, 
still objective and verifiable. 


The business entity considered going 
concern. This postulate must not disre- 
garded any discussion profit. the 
only sound foundation upon which system 
periodic income measurement can built, 
and is, the whole, justified experience, 
especially among the larger businesses. This 
postulate helps explain the reluctance 
accountants recognize changes values 
the concern’s assets result changing 
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price levels. Since the assets were bought for 
use the business and not for sale, account- 
ants generally take the position that the effect 
profit changes the value the assets 
should recognized gradually the profit- 
and-loss statement depreciation 
charges the assets are used operations. 

When the business entity considered 
going concern, the fiscal period one the 
most important conventions accounting. 
This convention has, course, its limitations 
especially dynamic economy character- 
ized business fluctuations. The income for 
period regarded test reading since 
one can know the income business, 
with any exactness, except after the firm has 
closed its doors liquidation. The American 
Institute Accountants has formally recog- 
nized that the annual income statement 
tentative instalment the long-time financial 
results” 


The difference between revenue and the 
costs deemed have expired during the ac- 
counting period profit. revenues are con- 
sidered positive and assigned costs nega- 
tive, accounting profit the algebraic sum 
the two. Hence, the accountant’s principal 
task measuring profit generally consid- 
ered the determination the amount 
periodic revenue recognized, the 
amount original cost that should written 
off reflect consumed, expired, lost use- 
fulness, and the amount that should 


ried forward written off over future 
periods. 


PROFITS 


Traditionally, accountants have taken very 
little interest the origin profits. They 
have been interested primarily measuring 
the amount profits, dollars, for given 


American Institute Accountants, Committee Ac- 
counting Procedure, “Combined Statement Income and 


Surplus,” Accounting Research Bulletin No. (February, 
64. 


periods time. They have taken for granted 
that profits, they define them, are often 
present and along with the businessman have 
viewed profits measure accomplish- 
ment. Historically, economists, the other 
hand, have not been interested the prob- 
lem the measurement profits. They have 
been more interested explaining why prof- 
its exist and why they are tolerated. They 
have considered profit social phenomenon 
associated with the distribution the pro- 
ceeds productive activities among 
the factors responsible for that production. 
recent years, however, there evidence that 
many economists are abandoning this view- 
point. measuring the national income and 
acting advisory capacity business 
firms, they have had tackle the problem 
profit measurement and have come realize 
that concept profit, have significance, 
must measurable. Likewise, accountants 
are coming realize that they cannot measure 
intelligently what they not understand 
conceptually. Hence, the traditional differen- 
tiation viewpoint the two disciplines 
this question profits tending break 
down. 


Difficulty Definition 


Although there are frequent allusions ac- 
misstatement economic real 
profits, exact definition this concept 
not easy find. Hicks, whose definition in- 
come has been widely adopted, links profit 
income. has defined man’s income 
“the maximum value which can consume 
during week, and still expect well 
off the end the week was the 
Later, uses “profit” and “in- 
come” interchangeably when discussing 
business firm. Some writers have, however, 
tended make distinction between these 
two terms. Frank Fetter has stated this 
difference follows: 


Hicks, Value and Capital (2d ed.; Oxford: 
the Clarendon Press, 1946), pp. 172, 196. 
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“In economic usage the term 
still, greater part, applied broadly things 
accruing individuals and available for con- 
sumption; whereas profits are peculiarly the 
impersonal yield any business matter 
what the type ownership. conformity 
with earlier and long established usage 
would not permissible speak the 


Although Hicks has given widely quoted 
definition business income, profit, does 
speaking income, saving, depreciation, and 
investment, has said: “At bottom, they are 
not logical categories all; they are rough 
approximations, used the business man 
steer himself through the bewildering changes 
situations which confront 


Capital Intact 


Inherent Hicks’ definition profit the 
idea that capital must kept intact. The 
problem measuring income thus insepara- 
ble from measuring changes the value 
capital. Pigou highlights the need keep 
capital intact stating that stationary 
state, “net income consists the whole the 
annual output minus what needed main- 
tain the stock capital According 
him, “maintaining capital intact” means that 
the physical stock capital kept in- 
tact. Maintaining capital intact dynamic 
economy, however, not simple. Solo- 
mon Fabricant has pointed out, “It 
tremely difficult compose unambiguous 
definition capital consumption—of what 
meant keeping capital intact—for econ- 
omy characterized cyclical movements and 


secular trends its every element. 


Fetter, “Reformulation the Concepts 
Capital and Income Economics and Accounting,” The 
Accounting Review, 1937), 10. 

and Capital, 171. 

Pigou, “Net Income and Capital Depletion,” The 
Economic Journal (June, 1935), 235. 

Solomon Fabricant, “On the Treatment Corporate 
Savings the Measurement National Income,” Studies 
Income and Wealth, (New York: National Bureau 


Research, 1937), 141. 


Henry Sweeney discusses four different 
concepts maintaining capital intact: (1) 
the maintenance relative capital; (2) the 
maintenance absolute material capital; (3) 
the maintenance absolute nominal 
and (4) the maintenance real capital based 
price 


According Sweeney, the object the 
maintenance relative capital preserve 
for the business entity the same proportion 
the total social capital that was possessed 
the time the capital was originally invested. 
Very few accountants economists would ac- 
cept this view. Men not usually enter busi- 
ness compete with one another for the rela- 
tive share whatever general economic goods 
the community may have. According the 
second view, maintenance capital means 
preservation the same amount material 
physical objects. person business 
assumed have kept capital intact if, for 
example, the end given time period 
the same kind machine possessed and 
good condition the machine which 
the original investment was made. The third 
viewpoint, the maintenance absolute nomi- 
nal capital, that postulated traditional 
accounting theory. The fourth concept, the 
indexes, Sweeney subdivides into two cate- 
gories: (1) maintenance individual real 
original absolute command exer- 
cised the capital over the goods and serv- 
ices most importance the particular con- 
cern; and (2) maintenance general real 
capital the preservation general purchas- 
ing power. 

Thus can seen that, although maintain- 
ing capital intact may conceptually simple 
stationary economy, exceedingly com- 
plex dynamic one. While net income ina 
dynamic economy still the balance the 
gross income over what needed keep 
tal intact, the keeping capital intact 
longer clear-cut concept with the result that 


Henry Sweeney, “Maintenance Capital,” The 
Accounting Review, (December, 1930), 277-87. 
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the concept net income also ceases 
clear cut. 

Thus the conclusion must inevitably 
reached that economy characterized 
innovations and fluctuations prices and 
the level business activity, the term 
“real” profits does not have 
clear-cut conceptual boundary, nor has any 
economist been able devise satisfactory 
measurement profit under these conditions. 
other the standard against which 
accounting profits are said measured 
itself When one speaks 
economic profit dynamic economy, the 
term meaningless unless defined explicitly 
context. Since, however, the statement 
that accountants misstate profits has been re- 
iterated frequently, the next task will 
inquire more specifically into what meant 
misstatement. 


MISSTATEMENT PROFITS 


The numerous writers who declare that ac- 
counting profits are misstated must disagree 
with some all the basic accounting postu- 
lates enumerated above. Which these crit- 
ics reject? 


Critical Opinion Basic Postulates 


Let consider the first postulate, that the 
sale the basis for recognizing revenue. Fritz 
Schmidt, one the earlier severe critics 
traditional accounting methodology, says: 


crease over the initial assets can produced. 
can result only from the activity the 
enterprise, and that activity called Umsatz 
(sale exchange Only through sale ex- 
change transaction can the assets enter- 
prise increased.” 


may consider this typical statement, 
critics accounting methods profit deter- 


Schmidt, “The Importance Replacement 
Value,” The Accounting Review, (September, 1930), 


235. 


mination would seem have 
quarrel with the sale the test gross reve- 
nue. true that economists hold out for 
production theory revenue for the economy 
whole, but the firm level this seems 
represent minority viewpoint. 

Neither does seem that those critical 
accounting methods object the going-con- 
cern concept interpreted narrowly. Joel Dean 
has said: “For corporations, life eternal, and 
net income can measured the maximum 
amount that can distributed dividends 
(theoretically from now into the indefinite fu- 
ture) without impairing the company’s earn- 
ing Similarly, when the value 
business assumed the present value 
perpetuity determined dividing its annual 
income interest rate, the going-concern 
concept is, effect, being adopted. When, 
however, the accountant uses the going- 
concern concept the basis for refusal 
recognize change value, the viewpoints 
the accountant and his critics diverge. 

Many critics accounting methods will 
even along with accountants’ acceptance 
satisfactory measure value. One such critic 
George Terborgh, who has said, “In the 
overwhelming majority cases, course, 
cost practically satisfactory measure the 
value assets the time acquisition, and 
this fact, added its obvious availability and 
convenience, has made almost universally 
the depreciation base for purchased assets.” 
does not follow, however, that those who 
object accounting methods profit deter- 
mination accept original costs relevant be- 
yond the time acquisition. Schmidt says 
the article already referred to: 


replacement costs the day sale 
must the fundamental values for profit 
and loss calculation. Only this can show the 


Joel Dean, Managerial Economics Clitts, 
J.: Prentice-Hall, Inc., 1951), 14. 

George Terborgh, Realistic Depreciation Policy 
cago: Machinery and Allied Products Institute, 1954), 
24. 
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manager the business whether not his 
production trading profitable given 
time, whether not business enlargement 
necessary, due good profits, whether, 
consequence decrease the selling 
margin, curtailment necessary.” 240) 


maintenance-of-capital arguments, would 
seem that most critics object accountants’ 
traditional emphasis upon the maintenance 
nominal capital determining net profit. 

Many modern writers reject the idea that 
maintenance capital means the preserva- 
tion the same amount material physical 
objects. They insist that the investment 
the asset that should kept intact. This 
concept the “maintenance capital” 
harmony with fourth concept and, 
accepted, the argument over the measure- 
ment profit largely simmers down what 
constitutes the relevant costs deducted 
from revenue arriving net profit. other 
words, the fact that accountants ignore the 
fluctuations the value the monetary unit 
the computation costs constitutes one 
the main objections those who insist that 
accountants misstate profits. Many account- 
ants, moreover, share this objection the 
computation cost profit measurement. 

While the critics accounting methods 
profit measurement are substantial agree- 
ment that the maintenance the in- 
vestment the asset—the maintenance 
purchasing power—that kept intact, 
they are not accord how the main- 
tenance purchasing power should de- 
termined. The argument still continues 
whether this purchasing power should 
measured terms specific assets terms 
generalized purchasing power. The latter 
viewpoint was adopted the Committee 
Concepts and Standards Underlying Corpo- 
rate Financial Statements the American 
Accounting Association: 


“The effects price fluctuations upon fi- 
nancial reports should measured terms 
the over-all purchasing power the dollar 
-that is, changes the general price level 


measured GENERAL price index. For this 
purpose, adjustments should not based 
either the current value the replacement 
costs specific types capital 


Concepts Income and Profit 


Under the above concept the maintenance 
capital, prices did not change, and the 
cost asset should generally equal 
the present value associated future 
stream receipts, the differences between 
and accountants’ concepts in- 
come and capital would considerably re- 
duced. Even under these conditions, however, 
few differences would remain. Whereas the 
majority American economists hold 
concept “pure accountants are reluc- 
tant recognize certain implicit costs. the 
business sole proprietorship partner- 
ship, the residual income computed the 
accountant will contain elements both 
wages and interest. the firm corporation, 
accountants’ profit figures still include interest 
the stockholders’ investment. Even the 
case the corporation, however, the wage de- 
duction not clear cut since management 
may receive more less than the competitive 
rate return. the sense pure profits, 
therefore, could always say that account- 
ing profits were misstated and, more specifi- 
cally, overstated. 


Effects Fluctuating Price Levels 


dynamic economy characterized busi- 
ness fluctuations, economists are usually un- 
willing accept customary 
measurement business profit. Sales are re- 
corded current prices while 


The American Accounting Association, Committee 
Concepts and Standards Underlying Corporate Financial 
Statements, “Price Level Changes and State- 
ments,” The Accounting Review, XXVI (October, 1951), 
471. For the viewpoint that the purchasing power that 
kept intact applies specific assets, see William 
Blackie, “What Accounting Accounting 
Proceedings the Twenty-Ninth International Cost Con- 
York: National Association Cost 
Accountants, 1948), 37. 
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matched against these sales are based his- 
torical prices, which, prices are fluctuating, 
means different price level. Business income 
customarily computed thus hodgepodge 
and is, some extent, reflection the stage 
the business cycle the time reporting. 
excellent summary the exaggeration 
profits caused accounting methods peri- 
ods rising price levels was given ac- 
countant the hearings before the Joint 
Committee the Economic Report De- 
cember, 1948: 


consequence this practice [ignoring 
fluctuations the value the domestic cur- 
rency that periods significantly rising 
prices, reported profits, like other incomes, 
tend show extraordinary dollar gains. 
such times, costs, calculated the book 
value yesterday, fall short the amounts 
needed provide the physical replacement 
inventory and plant used current 
production. Conversely, periods rapidly 
falling prices, the early profits 
expressed dollars tend understated, 
and operating losses, not uncommon such 
times, tend magnified.” 


discussions the misstatement profits 
accounting techniques periods fluctu- 
ating price levels, most the criticism has 
been directed asset valuation and the effect 
expense calculations based the historical 
cost these assets. Much made the 
overstatement profits during 
periods rising price levels and the under- 
statement profits during periods falling 
price levels. 


The impact changing price levels the 
valuation long-term liabilities and the effect 
this valuation upon profit measurement is, 
however, very seldom mentioned these dis- 
cussions. Corporate bonds require the repay- 
ment fixed number dollars regardless 
the purchasing power the dollars the 


Testimony George Bailey, Partner, Touche, 
Niven, Bailey and Smart, U.S. Congress, Profits, Re- 
port Subcommittee the Joint Committee the 
Economic Report Profit Hearings, 80th Cong., sess. 
(Washington: U.S. Printing Office, 1949), 37. 


time repayment. price levels rise after the 
obligation incurred, the settlement the 
debt dollars decreased purchasing power 
results economic profit during the time 
the obligation outstanding that not re- 
corded the accounting records the issuing 
corporation. bonds make portion the 
capital structure during period rising 
prices, the accountant’s assumption that 
liabilities can said result under- 
statement profit. This should set against 
any resulting from cost expira- 
tions based assets bought lower price 
level before the amount the misstatement 
profit determined. If, the time the 
bonds are repaid, price levels are lower than 
the date issuance—if the purchasing power 
money has risen—the result unre- 
corded loss and, hence, reported profits can 
techniques. Thus, substantial amounts 
long-term bonds are outstanding, the net mis- 
statement profits accounting methods 
may not large sometimes assumed. 
The predilection for bond financing recent 
years, largely result corporate income tax 
regulations, gives added significance con- 
sideration this opposing tendency. 

Thus may contended that accountants 
have chosen concept net profit that can 
more easily measured than that economists 
but which yields misleading results under con- 
ditions fluctuating price levels. Economists, 
the other hand, have attempted con- 
struct profit concept that would stand 
under these fluctuating conditions but which 
not easily applied business firm. 


AMOUNT MISSTATEMENT 


number attempts have been made 
quantify the misstatement profits resulting 
from accounting methods. Dean, for example, 
has compared the book profits General 
Electric Company, Westinghouse Electric 
Corporation, and Radio Corporation Ameri- 
with their real economic earnings for the 
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period 1935 1948. Each major group 
assets was deflated means appropri- 
ate price index, and all assets were stated 
terms their 1935 price levels. Profits were 
determined changes the total 
net assets from year-end year-end, plus divi- 
dends, and minus new capital funds added, 
which were also stated 1935 dollars. Total 
profits per books the three companies dur- 
ing the fourteen years were $1.3 billion while 
constant 1935 dollars they were $580.3 mil- 
only one year, 1938, did profits 
constant dollars exceed the profits per books. 

Ralph Jones made similar study nine 
steel companies from 1941 1947. Jones con- 
verted every item every financial statement 
into 1935-39 dollars dividing each item 
the index number for the relevant date 
period; the results were combined into com- 
posite picture the industry terms pur- 
chasing power. Among other things, Jones 
found that for 1946 the companies’ statements 
showed total profits $200.0 million before 
transfers from reserves, compared real 
loss before transfers from reserves $88.0 
For 1947, the reported net income 
available investors was $356.0 million com- 
pared $91.0 million when converted 
1935- dollars. 

Turning from the firm level corporate 
business whole, Sumner Slichter esti- 
mated that total corporate earnings were over- 
stated from 1946 1948 $16.4 billion.’® 
“The principal reason” for this overstatement, 
Slichter said, “probably that accounting 
conservative and conventional art, and ac- 
countants are slow adapt their methods 
new conditions and new problems. Account- 
ants are not used taking account perma- 
nent changes the price 

Joel Dean, “Measurement Profits for Executive De- 
cisions,” The Accounting Review, XXVI April, 1951), 
195. 

Ralph Jones, “Effect Inflation Capital and 
Profits: The Record Nine Steel Companies,” The Jour- 
nal Accountancy, LXXXVII 1949), 13. 

Profits, Table XVI, 175. 

Congress, Corporate Profits, Hearings Before the 


Joint Committee the Economic Report, 80th Cong. 
sess. (Washington: U.S. Printing Office, 1949), 


been demonstrated that there 
single criterion economic profit against 
which accounting profits are said mis- 
stated, since, dynamic economy, econo- 
mists themselves are neither agreed profits 
conceptually nor their measurement. 
stationary economy, the other hand, ac- 
countants and economists, general, have 
common meeting ground Hicks’ idealized 
concept income, and the two disciplines 
thus come closer agreement the con- 
cept profit and its measurement. 

However, since the statement that account- 
ants misstate economic profit has been often 
reiterated, even the real world character- 
ized business fluctuations, the exact mean- 
ing this statement was explored more thor- 
oughly. the basic accounting postulates 
underlying the measurement profits, was 
found that the ignoring the fluctuations 
the value the dollar—that is, the reliance 
accounting methods the maintenance 
dollar, nominal, capital intact rather than 
real capital—was the postulate most often at- 
tacked those who claim that accountants 
misstate economic profit. other words, 
critics the methods computing account- 
ing profit insist that the costs deducted 
from revenue before net profit determined 
should current costs instead historical 
costs. practical application, the adherents 
the current cost doctrine tend rely upon 
index numbers convert the historical cost 
the accountant current costs. There still 
disagreement among the advocates current 
cost, however, whether the index number 
used should one based the general 
price level, one based the price level 
the specific asset replaced. 

conclusion, should stated that the 
intent this article neither defend nor 
condemn traditional accounting methods 
measuring business profits. The rather 
frequent and glib assertions that accounting 
methodology misstates economic profit are, 
however, disturbing. Economic profit 
ambiguous concept that must carefully de- 
fined each writer using the expression. 
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BRINGING INDUSTRY 


THE DEPRESSED AREA 


REMENDOUS EFFORT toward industrializa- 

tion the key area development has 
been put forth recent years. 1958, was 
conservatively estimated that least 14,000 
different organizations—ranging from Cham- 
bers Commerce with extensive operations 
large metropolitan centers one- two- 
man groups small rural towns—were in- 
volved industrial location throughout the 
nation. 


addition, national policy has encouraged 
economic growth depressed areas. Senator 
Douglas’ Area Redevelopment Act, passed 
May 1961, provides for administrator 
with authority (1) make loans finance 
the purchase industrial sites and the con- 
struction modernization plants; (2) 
make loans and grants for the improvement 
public facilities; (3) supply technical as- 
sistance local development planning; (4) 
make grants and other assistance that 
would further urban planning and renewal; 
and (5) provide for the expansion vo- 
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cational training and for the retraining the 
labor force, including the payment sub- 
sistence grants trainees. 

The object all this effort has been cor- 
rection the continuing blight underem- 
ployment and unemployment, blight that 
persists “pockets” despite unprecedented 
growth the U.S. economy during the last 
twenty years. The principal reasons for this 
persistent problem include shifts the re- 
gional distribution industrial location, 
strengthening international competition, 
shifts demand for goods and services, and 
rapid technological change. 

September, 1960, the Bureau Employ- 
ment Security classified major and 116 
smaller labor market areas having “sub- 
stantial labor surpluses,” that is, employ- 
ment for per cent more the local labor 
force. Sixteen major metropolitan labor mar- 
kets have been classified chronically de- 
pressed since 1951; and the smaller areas 
were classified having “substantial and 
persistent” unemployment 1960. These la- 
bor markets account for between 500,000 and 
1,000,000 unemployed workers. 

Many rural well urban labor market 
areas are afflicted with persistent employment 
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problems.' rural areas, the 
usually measured terms underemploy- 
ment rather than is, 
terms employment income produc- 
tivity levels below the levels achieved com- 
parable workers elsewhere the economy. 
Thus, 1959, per cent the nation’s farm 
families had incomes under $2,000. 

Despite the number action groups and 
the scope permissive legislation dealing 
with industrialization solution area em- 
ployment problems, still not know much 
about the relative importance the economic, 
social, political, and institutional factors af- 
fecting plant location. The masses material 
flowing from federal agencies concerned with 
urban and rural development, from state and 
local commissions industrial development, 
and from some consulting agencies generally 
not answer fully such questions as: 


What are the factors most influential 
attracting industry? 

How does industry make plant location 
decisions and who makes the final site selec- 
tion? 

What information gathered for the lo- 
cation decision-makers? 

What use made private and public 
organizations this decision process? 

And what role might the community itself 
play independent location factor? 


recent study the factors affecting indus- 
trial location has been conducted southern 
Indiana assist answering questions like 
these. This particularly suitable area 
which conduct such analysis. The south- 


The chronic labor surplus areas tend concen- 
trated geographically. September, 1960, the 
major and smaller labor surplus areas were located 
three regions: the Northeast contained total 
chronic labor surplus areas (16 Pennsylvania alone); 
the Upper South, including North Alabama, accounted for 
(12 West Virginia alone); and Illinois, Indiana, and 
Michigan accounted for total areas. 

Agricultural underemployment concentrated heavily 
the South and adjacent areas including southern 
least 500,000 
farm workers are now underemployed rural areas where 


Ohio, Indiana, Illinois, and Missouri. 


local nonfarm employment contracting not expanding 
rate fast enough furnish jobs for those willing 
work, 


ern portions Indiana, and Ohio 
comprise the northern fringe region 
characterized low agricultural incomes, 
substantial underemployment agriculture, 
and limited nonfarm employment opportuni- 
ties. this area, urban-industrial develop- 
ment has not expanded fast enough absorb 
new entrants the labor force well the 
agricultural workers released advancing 
technology. More 
development would help solve the surplus 
labor problem both the rural and urban 
sections this region. 

This study was conducted gain informa- 
tion about the factors affecting industrial loca- 
tion southern Indiana, including the specific 
role played the community recent plant 
location. Communities and other interested 
parties might use this information con- 
sciously speed local rates industrial devel- 
opment. Analysis this type particularly 
pertinent the local economic development 
committees organized under the uspa Rural 
Areas Development Program. should also 
useful participants programs set 
under the Area Redevelopment legislation 
recently passed the 81st Congress. 


The results the study, taken from the 
southernmost thirty-three counties the state, 
may generalized cover other areas the 
U.S. that have one more the following 
characteristics: surplus labor, low-income 
agriculture, outmigration population, 
limited industrial employment. 


THE INDIANA STUDY 


Data for the study were obtained per- 
sonally administered questionnaire the fall 
1959.2 The industries interviewed were 


firms (ten declined interviewed) that had located 
new plants southern Indiana between January 1955, 
and December 31, 1958. Forty-four the new plants 
were operated branch plants subsidiaries. total 
4,548 production workers were employed the 
new plants that had initiated production schedules 
cember, 1958. this job total, 432 places were filled 
skilled workers from outside the area. 
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BRINGING INDUSTRY THE DEPRESSED AREA 
TABLE 
New Firms’ Rankings Location 
Not 
High Medium Low Ranked 
Community facilities and attitude 
State and local legislation 
The several elements that might considered the location decision were present greater detail the questionnaire but are 


summarized under the eight headings listed. 


grouped the U.S. Bureau Budget’s 
Standard Industrial Classifications and then 
reclassified into seven broader categories: 
agricultural processing; woods stone 
products; textile, clothing, and leather prod- 
ucts; printing and publishing; chemicals, 
petroleum, and plastics; primary metals; and 
fabricated metals, machinery, and equipment. 


Location Factors 


Managers’ rankings eight location factors 
showed that labor, markets, transportation, 
and raw materials were the most important 
influencing industrial plants locate south- 
ern Indiana (see Table 1). The area offered 
its new plants access large population con- 
centrations the north, south, east, and west, 
circumstance attractive manufacturers 
ducers’ goods also had sales opportunities be- 
cause the tendencies the manufacturers 
whom they sold their products concen- 
trate the area. addition, the area offered 
several unique raw material sources well 
access regional and national input sources. 
Truck and rail facilities were adequate for 
transporting the majority the new plants’ 
inputs and outputs, and labor was abundant 
and trainable. 

Except few cases where personal pref- 
erences decided the plant location, sites were 


selected primarily the basis economic 


The Location Decision 


Who Makes managers who were 
familiar with the initiation the location 
decision, indicated that company exec- 
utive was responsible, said was com- 
pany department, two said industrial con- 
sultants, and five listed other influences, 
including customers’ suggestions, the board 
directors, and Chamber Commerce. 
plants, the final location decision was 
made individual; plants, the final 
selection was group decision; two firms, 
the managers were uncertain who had 
made it. 


Sources Information.—Almost half the 
location decisions were based information 
personal knowledge obtained one the 
firm’s executives; only six plants received and 
used information from professional con- 
sultant. When sources information were 
ranked (see Table 2), local community 
groups typically proved more helpful than 
other agencies, with the utility companies 
close second. 


The Role.—The study showed 
that community actions influenced small but 
significant number southern Indiana plant 
location decisions between 1955 and 1958. 
These actions centered economic incen- 
tives rather than noneconomic environ- 
mental factors. 


Forty the firms interviewed selected 
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New Firms’ Rankings Location Assistance 


Very 
Helpful 

Local Chamber Commerce 
Local industrial committee 
Local government 
Local planning commission 
Professional location consultant 
State Chamber Commerce 
Trade associations 
Utilities 
Railroads 


TABLE 
Somewhat Not Not 
Helpful Helpful Rated 


® Ranked high in this classification were the Indiana State Department of Commerce and Public Relations, realtors, local businessmen, 


and the Kentucky Chamber Commerce. 


their sites without the influence community 
action. Twenty-one firms obtained com- 
munity location incentives that they regarded 
important. Fifteen these firms did not 
consider the incentives crucial their loca- 
tion decision, but six firms reported that they 
chose their sites primarily because the 
incentives offered (see Table 3). The re- 
maining firms’ sites were either selected 
for personal reasons, the basis for the deci- 
sion could not identified. interesting 
note that seven firms listed community actions 
designed discourage location the com- 
munity. However, only one instance were 
these actions successful preventing loca- 
tion. 

The firms that benefited from volitional 
community action employed 2,877 (63.3 per 
cent the 4,548 workers the operating 
plants. These firms were not concentrated 
any specific industry group industries. 
The six firms for which the location incentive 
was primary importance employed 783 
(17.2 per cent) workers and were mainly 
fabricated metals, machinery, and equipment 
manufacturers. 


When Are Incentives Effective? 


Discussion the geographic aspects the 
site selection with firm personnel indicated 
three-stage process. The first step involves 
selecting major geographic region—the Ohio 
Valley the South Atlantic region, for exam- 


ple. The second step involves comparing spe- 
cific areas within the general region—southern 
Indiana western Kentucky, for example. 
The final step the selection specific sites 
within the area. 

Community actions were more effective 
determining the site within particular area 
(community southern Indiana, for 
example) than they were determining 
either the specific area the general region 
(central midwest, for instance). other 
words, community action was 
marily the third stage the process out- 
lined above. Twelve the firms that re- 
ceived location incentives had not considered 
other specific sites. The six firms whose final 
location decisions were based primarily 
the incentives offered had compared two 
more communities which economic and 
noneconomic factors, except for the specific 
incentives offered, were about equal. 

Table shows that effective community 
actions centered economic rather than non- 
economic environmental factors. Incen- 
tives received the six firms who based their 
site selection primarily incentives offered 
were entirely economic. The other firms 
that received what they regarded important 
location incentives also reported only eco- 
nomic incentives. 

However, there were indications that non- 
economic factors were also influential the 
location decision. Noneconomic factors be- 
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BRINGING INDUSTRY THE DEPRESSED AREA 
TABLE 
Location Incentives Supplied Successfully Six Industries 
Number Principal Incentives Industry 
Industry Group Employees Offered Commitment 
Fabricated metals, ma- 268 Help financing site Long-term 
chinery, and equipment and building repayment 
Fabricated metals, ma- 295 Help financing Long-term 
chinery, and equipment location move repayment 
Fabricated metals, ma- 132 Help selling stock, Long-term 
chinery, and equipment financing railroad spur, repayment 
building and financing 
plant 
Agricultural processing 103 Free site, plant None 
financing 
Chemicals, petroleum, Free site and plant None 
and plastics 
Fabricated metals, ma- Reduced taxes, low None 


chinery, and equipment 


came relatively more important the number 
skilled workers managerial personnel 
transferred from other locations rose. Appar- 
ently, firms respect the unwillingness per- 
sonnel live communities that not have 
minimum social and cultural facilities. 
Salary increases and/or promotions were 
cited ways overcoming this unwilling- 
ness. Comments from firm officials indicated 
that they did not consider noneconomic fac- 
tors issue about which they could bargain 
with community leaders. minimum level 
community facilities was not met, there 


was tendency not consider the community 
further. 


Information obtained from the new man- 
agers concerning the relative importance 
economic and noneconomic factors was incon- 
sistent with the impressions held many 
community leaders the area. When ques- 
tioned, these leaders tended stress non- 
economic factors. One reason for their atti- 
tude may that firm personnel working 
plant location have usually analyzed great 
before they visit proposed sites whereas non- 
economic data are not available them from 
other sources and thus constitute dispropor- 
tionately large share the information they 


rent, facilities made 
available 


seek from local sources. The attitude com- 
munity leaders has also been reinforced 
community self-evaluation forms circulated 
several large corporations. 


Urban vs. Rural Sites 


southern Indiana, community size was not 
directly related ability attract either new 
firms new manufacturing jobs. the per- 
centage population southern Indiana 
communities used indicate the expected 
share new industry and manufacturing em- 
ployment, find that communities under 
5,000 population gained more plants and 
manufacturing jobs than communities with 
population 10,000 and over (see Table 4). 
This implies that from 1955 1958, rural 
communities southern Indiana were less 
limited their industrial development than 
urban centers. However, these smaller com- 
munities were located the more heavily 
populated counties, and the counties were 
located within the area’s mainstreams com- 
merce and trade. 

Rural communities seemed have com- 
parative advantage attracting plants that 
(1) employed workers, (2) did not 
require highly skilled labor force, (3) were 
drawn local source raw material, (4) 


Relation Community Population Num 


Southern Indiana communities 
Population 

Percentage southern 

Indiana population 

Communities attracting 

new plants 
Number new plants 

Percentage total 
New 

Percentage new employment 


TABLE 
ber New Plants 
Community Population Total 
5,000-9,999 Firms 
127 146 
72,735 307,424 524,992 
27.6 13.9 58.9 100.0 
28.0 24.4 47.6 100.0 
1,755 1,075 1,718 
38.6 23.6 37.8 100.0 


The new employment was taken from plants. the plants that gave interviews, were too new have more than 


crews. When these expand their anticipated job 
10,000 approximately 2:1 ratio. 


did not require another local industry serv- 
ice them, (5) would near similar industries, 
(6) had access adequate rail and road 
transport, and (7) had management that 
liked rural atmosphere. 

Since the share industrial employment 
the nation’s standard metropolitan areas 
continued expand between 1954 and 1958, 
the southern Indiana experience may more 
typical areas the periphery the major 
industrial belts than other parts the 
nation. 


POLICY IMPLICATIONS 
Community Efforts 


The preceding analysis shows 
groups attempting increase their com- 
rate industrialization might adopt 
analytical approach determine those 
industries whose site and production require- 
ments are most suited their locality, and 
select the best method contact and 
attract prospective firms those industries. 

Such approach might acted upon by: 
(1) surveying and classifying local resources 
bearing industrial development; (2) sepa- 
rating those resources that are subject com- 
munity control from those that are not; (3) 
analyzing local resources determine which 
industries have the most local development 
potential; and (4) directing industrial efforts 
toward these industries discovering 


needs, the results will show that new plants favor communities under 


much possible about the specific cost fac- 
tors involved their production and distribu- 
tion processes, and seeking out and empha- 
sizing firms these industries the profit 
potential, cost savings, available local 
sites. 

Another analytical approach identify 
the kind and source industrial inputs pur- 
chased local industry, and then investi- 
gate the possibility producing these inputs 
locally. Some larger cities are already con- 
sidering this method way increasing 
local employment. 

third alternative for several communi- 
ties cooperate their industrial efforts. 
Specific resource analysis and group action 
would follow the patterns already outlined 
the first two approaches. Although every 
small town wants job opportunities for itself, 
may get them only combining forces 
with other small towns the area. Workers 
can commute, and portion the new jobs 
may better than jobs all. Cooperative 
community action aimed industrialization 
particularly relevant redevelopment 
areas where rural towns are small and widely 
scattered. 

After the surveys and classification local 
resources are completed, industrial efforts 
small communities may well devoted 
the selective dissemination economic data 
and the effective manipulation factors sub- 
ject local control. minimum noneco- 
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nomic data required. the other hand, 
large communities might spend 
share their industrial effort promoting 
noneconomic factors because the larger the 
community, the greater the probability that 
location decision-makers already have data 
its economic advantages. 


These different courses action suggest 
that community leaders could evaluate their 
position certain situations where location 
incentives are being used bargain with in- 
terested firms terms cost-benefit frame- 
work like that used evaluating projects for 
the development natural resources. Evalua- 
tion this level could help clear the con- 
troversy that centers upon the use the term 
“subsidy” when location incentives are used 
attract new firms. Location incentives can 
viewed the community investment local 
resources order stimulate local industriali- 
zation. This investment can weighed with 
respect the returns that likely bring 
the community whole, the distribution 
the direct costs the incentives them- 
selves, and the indirect costs expanding 
public facilities service the new firm. 

Communities should also recognize that 
attracting new industry only one way for 
the area increase its rate industrializa- 
tion. Other alternatives include facilitating 
the expansion industrial firms already situ- 
ated the area preventing the loss their 
current employment, and creating new and 
independent local enterprises. Too often, 
communities fail fully analyze their motives 
for attempting attract industry and, conse- 
quently, overlook the measures that may pro- 
vide more local benefits than new plant. 


Regional Development 


Criteria that will lead action must estab- 
lished order achieve the effective imple- 
mentation regional development policies 
initiated state, regional, national groups, 
public private. Such criteria would identify 
regions most need development aid and 
point out the areas within these regions that 
are critical need and have the greatest 
potential for development. Economic growth 


indicators, such the amounts and kinds 
physical resources, population, employment 
primary, secondary, and tertiary industries, 
wage and income levels, education levels, and 
health standards, could used determine 
the level region’s economic development, 
its rate economic growth, and its points 
greatest growth potential. Community city 
analysis may supplement broad regional 
analysis. 


framework for effective industrialization 
and regional development should devel- 
oped simultaneously with the identification 
potential areas policy application. This 
framework should involve consideration 
the following: (1) any region there are 
limited number development variables 
capable local control; (2) there are rela- 
tively more development variables 
autonomous nature than there are 
tional nature; and (3) the longer the time 
period involved the development program, 
the more variables that may controlled 
local effort. 


Policy concerning regional development 
may take one four general directions. First 
policy laissez faire towards areas 
regions currently possessing low rates 
economic growth. This may ultimately lead 
development pattern which the com- 
paratively large urban-industrial centers keep 
their development advantage, and the small 
rural centers decline size and economic 
potential. 


second course would policy uni- 
form treatment for all areas, regardless their 
and rate economic growth. Such 
policy would tend raise the absolute levels 
economic growth all areas, but widen 
the development gap now existing between 
the poorly and richly endowed areas. de- 
velopment resources were applied equally 
both low- and high-income areas, the marginal 
productivity such resources would 
greater the more abundantly endowed 
areas than the poorer regions. 


third development policy would 
concentrate development resources the 
richly endowed areas. Such policy would 
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widen the development gap between the 
areas, but might provide more employment 
opportunities for population migrating from 
the poorer areas. Indeed, policy this type, 
most effective, should include provisions 
encourage outmigration from the poor areas 
those capable sustaining rapid economic 
growth through such measures interarea 
employment information and loans and grants 
for retraining. 

fourth approach would development 
policy designed step the rates eco- 
nomic growth the more slowly developing 
regions. policy this type would tend 
narrow the development gap between the 
richly and poorly endowed areas. 


significant that the majority domestic 
economic development bills 
the recent sessions Congress have con- 
centrated their attention the fourth course. 
Specific techniques have included subsidiza- 
tion for the decentralization industry, pro- 
visions for technical assistance manage- 
ment, aids for improved education and 
training facilities, and improved job informa- 
tion services. 

Decentralization industry outside the 
urban-industrial and population concentra- 
tions not generally taking place rate 
fast enough close the present development 
gap. The results the study referred 
earlier this article showed that, unless the 
local area had unique input sources, sites 
closer market outlets were preferred. Spe- 
cific community volitional forces were capable 
attracting firms some industries local 
sites; these sites, however, were not far from 
existing economic channels. Thus, unless the 
decentralized plant could attain some advan- 
tage over similar plants the area region, 
program continued subsidy might 
necessary maintain the plant the com- 
paratively disadvantageous location. 

Provision for technical assistance from 
state and/or federal source could solve some 
these problems. Technical assistance would 
help existing manufacturing plants with pro- 
duction and marketing problems, but need 
not necessarily concerned with problems 


plant location. This assistance might also 
help communities develop analytical ap- 
proach industrialization along the lines 
suggested above. 

Improved education and training facilities 
can aid the more slowly developing regions 
several ways: For people migrating from the 
area, they can provide training that can 
used outside employment; they can also 
provide training for those remaining the 
area—this would increase the area’s pool 
skilled labor, which, turn, would aid at- 
tracting high-skill job opportunities with cor- 
respondingly high pay scales. The facilities 
themselves would, course, aid attracting 
those managements that could use them 
advanced training programs. 


Improved job information services areas 
with comparative disadvantages would help 
increase the mobility labor job oppor- 
tunities both within and outside the area. 
However, the effectiveness this type aid 
labor surplus area the absence ex- 
panded vocational training retraining 
limited. Employment opportunities for un- 
skilled workers are relatively few, and open- 
ings are generally filled quickly 
people. addition, the labor force does not 
often have the specific skills that are great- 
est demand industrial plants, and the age 
people who most want and need employment 
may unacceptable industry. Job infor- 
mation services could help most tertiary 
employment; here, unskilled and older work- 
ers can readily employed. 


regional economic development program 
designed promote more equal employment 
and income opportunities for people area 
characterized comparatively low incomes 
and surplus labor should concentrate indus- 
trialization efforts those portions the 
area showing the most growth potential; pro- 
vide for technical assistance production and 
management individuals and groups within 
the area; attempt improve the education 
and training facilities the area; and promote 
improved employment 
within the area and outside with particular 
emphasis service employment. 
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THE PECULIAR PROBLEMS 


FAMILY business has played vital role 
the growth and development the 
American system free enterprise. Some 
our largest and most successful corporations 
were founded family businesses—the Fire- 
stone Tire Rubber Company, Standard Oil 
Nemours Company, and Ford Motor Com- 
pany, for example. These family businesses 
have met with financial success and have 
grown rapidly into huge corporations with 
numerous plants located many countries 
the world. Other businesses founded family 
enterprises have also shown unusual growth 
but have retained the ownership rather closely 
within the small family group. Eli Lilly and 
Company, Lincoln Electric, and Whitin Ma- 
chine Works illustrate this type firm. 


Other family businesses, however, have not 
been successful. Difficulties various kinds 
have caused them alter their policies and 
Some have been sold larger 
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Family Business 


competing companies, while others have been 
merged consolidated. Some have met with 
failure and liquidation. Others have remained 
small and, numerous instances, under 
family control for many generations. with 
this last group that this article chiefly con- 
cerned. 


THE PROBLEMS 


analysis approximately forty small 
manufacturing firms has been undertaken for 
the purpose isolating the many problems 
that are peculiar the small family-controlled 
business. These companies were selected from 
all sections the United States and include 
manufacturers many different products, 
such leather goods, light steel products, 
pottery, appliances, toys, processed meat, 
pharmaceutical products, and beverages. All 
these case studies point the vital role that 
management plays determining success 
failure, and because this role the problems 
management predominate the following 
classification the major problems the 
small family-controlled business: 
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Management procurement 

Management training 

Management succession 

Management motivation 

Delegation responsibility and authority 
Managerial organization 

Need for outside assistance 

Division equity 

“In-laws” 

Keeping family employees “in line” 

addition the many problems associated 
with the family business, there are number 
definite advantages, which will detailed 
concluding section. These give hope for 
the future success the small family business. 


Management Procurement 


The difficulties procuring capable manage- 
ment for the small family-controlled business 
are many. Seven the most important ones 
are mentioned here, but only the first will 
treated detailed discussion, which should 
illustrate the ramifications the problems. 

The first problem concerns the limited 
field from which capable management for 
family firms may recruited. When manage- 
ment personnel are restricted family mem- 
bers, the possibilities for obtaining effective 
leadership are seriously limited. Though the 
family business may recruit management from 
outside the family well from among the 
employees working for the family concern, the 
peculiarities this type ownership limit the 
number people who will attracted. 


The rather common procedure selecting 
members the family provide leadership 
for the company presents many difficulties. 
the first place, the most capable person may 
not obtained, either because the selection 
limited small group because the old- 
est son given priority even though may 
not the most able. The founder the busi- 
ness may have been capable manager, but 
managerial ability not necessarily inherited. 
the second place, the founder the busi- 
ness, although may impart the necessary 
intellect his offspring, may not success- 
ful teacher, and his methods coaching his 
sons may not produce the most efficient man- 


agers. And the third place, the heirs 
family business may not possess sufficient in- 
terest aptitude for the business. 


Difficulties are also frequently encountered 
obtaining competent nonfamily manage- 
ment. For instance, the Donald Company, 
manufacturer light steel products the 
Southwest, found that young well-trained en- 
gineers hesitated accept employment with 
the company because the business was family 
controlled. The applicants feared lack 
stability the company and also lack 
opportunities for promotion. The founder 
the company was retirement age, and his 
two sons, who would doubtless inherit control 
the company, were young 
enced. The young engineers feared that they 
had future such family firm. 

The chief difficulty encountered the 
Johns Company, small toy manufacturing 
firm located the Pacific Coast, retaining 
its outside-the-family management stemmed 
from the fact that the directors did not recog- 
nize the qualifications required its manage- 
ment and employed individuals who were 
prepared perform the necessary functions. 
The directors seemingly did not comprehend 
the complicated nature managing small 
business with its wide variety duties. The 
young managers would often become discour- 
aged and find other employment when they 
found difficult put the great amount 
time required their jobs and impossible 
meet the demands made them. 

The Rogers Corporation, small family 
boiler manufacturing firm the Middle West, 
encountered similar difficulties when em- 
ployed engineering graduate manage the 
company successor family owner who 
wished retire. This engineer was offered the 
salary that was paid other graduates for 
working regular forty-hour week and was 
given bonus based the sales increase 
the firm. The new manager was expected 
supervise the company had been previ- 
ously supervised, that is, serve one-man 
owner-manager and perform all the varied 
duties the company from general account- 
ant chief salesman. evaluating his per- 
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formance, the owners failed consider the 
multitude duties associated with the opera- 
tion and the limited ability and experience 
the young engineer. 


The foregoing illustrations show that re- 
cruiting capable management from outside 
the family often proves difficult. Many capa- 
ble people hesitate accept employment 
these family firms because they fear domina- 
tion the family members; they also fear 
insecurity that would result from changes 
the control the business and from the in- 
ability the small company accumulate 
the reserves needed tide over business 
recessions and periods adjustment. They 
recognize the fact that the family members 
expect them assume great responsibility and 
work long hours, yet often they can expect 
compensated only employees, not 
owners. There are, the other hand, family 
firms that provide the best working rela- 
tions for their outside-the-family employees, 
having recognized the importance these in- 
dividuals their organizations. This recog- 
nition necessary capable people are going 
attracted the family business, and the 
family firm must provide them with the proper 
incentives compensate for the drawbacks 
attached family control. 


The Frank Company, manufacturer 
leather products Eastern state, firm 
that has experienced little difficulty obtain- 
ing competent junior management personnel 
supplement the family members. This 
true despite the fact that has been operated 
for many generations family-controlled 
partnership, and family members have always 
held the top management positions. For many 
years, this company has recognized its depend- 
ence upon its employees and has developed 
favorable relationships with them. Although 
recognized the junior executives that 
they will not eligible for any the top 
managerial positions, they are content work 
for the company because the cordial 
employer-employee relationships. The em- 
ployees are afforded latitude their work and 
arranging vacations, and pleasant infor- 
mality exists between workers and owners. 


The second the seven problems 
securing capable management for the small 
family business that the individuals selected 
must adaptable the environment the 
family business and its location—and such per- 
sons are usually difficult find. For instance, 
person who has worked large public 
corporation might well encounter difficulty 
adjusting small family business where few 
staff assistants are available and where family 
relationships play dominant role. 


The small family business ordinarily finds 
difficult match the salaries paid the 
large corporations and must rely other in- 
ducements. 


Frequently, the future the manager 
small family business, insofar promotions 
and security are concerned, not bright 
the larger firm; consequently, many individ- 
uals will hesitate before accepting employ- 
ment family business. 


Because family conflicts, which are fre- 
quent many small family businesses, indi- 
viduals sometimes shy away from employment 
them. 

The uncertainty that exists the family 
firm itself, result the problem man- 
agement succession and continuity, lessens its 
attractiveness. 


The responsibilities placed upon the man- 
agement small family business are ex- 
tensive and varied that relatively few people 
can really qualify for the positions. 


Management Training 


After capable managers have been secured for 
the small family business, the second major 
task train them and help them adapt 
the peculiarities the particular business. 
Four major problems are involved the train- 
ing management personnel. 


First, the small business dependent 
upon the manager and usually has little 
capable management assistance that un- 
able leave his business long enough take 
advantage management training available 
him—advanced management courses pro- 
vided universities, refresher school training 
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scheduled the trade associations, and busi- 
ness conferences. 

Second, within small family business, 
often difficult find individuals who have the 
ability and time train prospective managers. 
Sometimes the owner-manager poor 
teacher, may completely occupied 
with the details the business that has 
little time supervise training program. 
Furthermore, his concern for the many details 
the business may make difficult for him 
give his trainees the proper perspective 
the management job whole. 

the Harwood Company, typical small 
firm manufacturing cabinets, the owner- 
manager was completely occupied with de- 
tailed supervision the business that had 
time give his sons the training and the 
perspective they should have had. result, 
his company suffered when was forced 
retire and leave his business the hands 
individuals without the proper know-how. 


the Hobson Corporation, pharmaceuti- 
cal manufacturing company the Middle 
West, the training methods were likewise in- 
adequate. Daniel Hobson, the only son the 
owner-founder, had been told his father 
that, time, would given the family 
business operate. was sent out- 
standing graduate business school where 
sought answers many specific problems that 
knew would confront him and for which 
his father had failed provide solutions. 
wanted have better understanding the 
human relationships that should main- 
tained between and capable 
junior executives who have been employed 
from outside the family, and what might 
develop favorable working relationships 
with these junior executives. Many were older 
than and had had much more experience 
working under pressure. 


The older Hobson had not taken his son into 
his confidence and had neglected provide 
him with the experience that had given the 
other junior executives. The son had not been 
invited attend the noon luncheons where 
the policies the company were discussed 
and had not been given the kind executive 


development that would necessary 
bridge the gap when was time for his father 
retire, or, more probably, when might 
die unexpectedly. sense, Hobson, Sr. had 
neglected ensure continuity manage- 
ment operations, which extremely impor- 
tant for this type business. 

Third, there tendency—especially where 
training carried wholly within the organi- 
zation and the father responsible for the 
training the son—to inbreed and perpetuate 
the same management techniques, although 
some may not the most efficient. This meth- 
proved highly satisfactory the case 
company where few changes were made the 
construction musical instruments for num- 
ber generations; other fields, however, 
where more rapid changes are taking place, 
this method training for management suc- 
cession family-controlled businesses may 
have its limitations. 

Fourth, the physical facilities for training 
prospective managers the small family- 
controlled firms—vestibule schools, cutaway 
models, and visual aids all types—are fre- 
quently not available. 


Management Succession 


The importance training for management 
succession the small family business and 
thereby providing for continuity manage- 
ment can hardly overemphasized, but, un- 
fortunately, the owner frequently fails con- 
sider his own retirement. For him select and 
train his own successor thought comparable 
building his own casket. may make pro- 
vision for the replacement machine that 
wears out construct larger plant when the 
one use becomes too small, but com- 
monly thinks himself nonexpendable 
relation the business and makes attempt 
provide replacement. 

The small business also frequently finds that 
cannot afford employ many individ- 
uals its organization may needed 
provide trained management succession. The 
company would use the profits that might 
needed provide livelihood for the 
ily members the business the capital 
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needed for expansion. There also the possi- 
bility that the small firm would deprived 
unexpectedly the adequate leadership 
the owner-manager. The larger company, 
the other hand, has wider field from which 
draw experienced leaders needed. 

Many family-owned businesses suffer when 
the owner grows old, slows down his physi- 
cal activity, becomes more conservative his 
thinking, and unable provide the business 
with the dynamic leadership that may have 
been reponsible for its growth. Junior execu- 
tives could bring the organization the new 
thinking and enthusiasm that needs. 

Though most the small family businesses 
studied showed lack concern for adequate 
management succession, the Frank Company 
offers refreshing exception. This company 
has done unusually effective job training 
for management succession. The responsibil- 
ity for the development the junior members 
the family the job the senior members 
whom they are replace. The juniors are 
taken into the firm early age and are 
given thorough indoctrination. They are 
trained all the operations the business 
under the close supervision senior mem- 
ber. Great pride taken the traditions and 
long successful period operation this 
company, well the fact that the busi- 
ness has been handed down from father son 
for eight generations, that the company’s his- 
tory has been free from labor disputes, and 
that has continued for such long period 
time unusually high-quality 
product. The business becomes all important 
the lives these people, and the junior 
executives are motivated carry the tradi- 
tions. For this company, continuity man- 
agement the greatest importance, and 
sees that junior members become com- 
pletely indoctrinated with 
dures and yet maintain open mind that 
necessary adjustments policy can made 
meet changing business conditions. 


Motivation 


important selecting capable managers 
and giving them satisfactory training the 


problem motivating management person- 
nel. The author’s study has shown that the 
most effective motivating devices for the small 
family-controlled business are these: 


Recognition the individual that provides 
him with feeling importance and sense 
belonging the organization 

Safeguards against family friction and un- 
due family interference 

Maximum security through pensions, re- 
tirement programs, fringe benefits, and long- 
term management planning 

Congenial working relationships adher- 
ence the philosophy that contented man- 
agement generally efficient management 

Encouragement and stimulation through 
appreciation efforts and accomplishment 

Delegation authority and responsibility 
that management can have the satisfaction 
justified pride accomplishment 

Adequate compensation based the 
efforts and contributions the individual, 
whether family nonfamily member 

Permission purchase equity securities 
the company. 


The experiences the Johns Company 
show that various incentives had given 
outside management order secure sat- 
isfactory results its plants; the most effective 
incentive was the payment salaries compa- 
rable those given for similar employment 
the community plus bonus based per- 
centage profits before tax. This participa- 
tion the profits the company, which fre- 
quently amounted several thousand dollars 
annually, gave the managers feeling 
ownership, even though they did not possess 
equity securities. also made them cost con- 
scious and compensated them part for their 
long hours during the peak season and for the 
responsibility they assumed. Other incentives 
offered this company included health and 
accident insurance, personal consideration 
matters vacations, sick leave, assistance 
purchasing homes, and similar accommoda- 
tions. One the primary objectives offering 
these incentives was induce management 
stay with the firm. The company recognized 
the high cost resulting from rapid turnover. 


The Davis Company, small appliance 


manufacturer, also had effective motivation 
program. the first place, unusually harmoni- 
ous working relationships existed both among 
the owner-managers and between managers 
and employees, for whom the greatest consid- 
eration was shown. The matter adequate 
compensation for the manager-partners was 
assured arrangement whereby, once 
each year, the salaries and division profits 
were frankly discussed the basis con- 
tribution made the various individuals; 
adjustments were made where deemed ad- 
visable. Furthermore, elaborate written agree- 
ments, relative work assignments, division 
authority, and similar matters, were pro- 
vided guard against misunderstandings 
and conflict among partner-managers. Ade- 
quate security was provided through assur- 
ance continued employment the com- 
pany throughout the life the individual, 
and special concessions were provided for the 
later years that the partner was not ex- 
pected work hard before. And finally, 
the personal security the managers was 
reinforced the financial security enjoyed 
the company itself. 


Delegation Responsibility and Authority 


addition the problems securing, train- 
ing, and motivating management, there are 
other management problems real signifi- 
cance. One the chief difficulties arises from 
the inability the typical owner-manager 
the small family firm organize the functions 
his business effectively. frequently has 
difficulty delegating responsibility and 
authority. 

The owner the small company usually 
goes into business for himself because likes 
his boss. His principal assets are his 
own skill and experience. works long hours 
and, characteristically, poor delegating 
reponsibility. His business becomes his very 
life, and, because concerned about its 
success, frequently supervises every oper- 
ation. the firm grows larger and the func- 
tions performed become more numerous, 
the small enterpriser still clings his work 
methods. refuses delegate responsibili- 


ties and finds himself unable take care 
all the details. result, the organizational 
structure breaks down because decisions are 
left unmade, and, Kaplan says, 
“Successful little fellows are observed growing 
toward bankruptcy.” 

the Oscar Company, family-owned 
business located Northeastern state and 
engaged the manufacture toy musical 
instruments, the owner the firm for more 
than thirty years personally opened the estab- 
lishment each morning half-hour before the 
employees arrived, took care various routine 
matters preparing for the work, re- 
mained throughout the day supervise oper- 
ations, and personally locked the plant the 
evening after the employees had gone home. 
The tools used the workmen were kept 
specially constructed tool compartment, and 
the owner kept the only key. personally 
checked out the tools each workman and 
was proud them that guarded them 
did his money. The pride the 
tools and his reluctance allow others use 
them had limited their usefulness. 

The owners many small businesses, be- 
cause their personal characteristics, find 
easier the work themselves than teach 
other persons for them. Consequently, 
work assignments are not made, and time 
lost while workers wait for instructions from 
the managers. When the owner-managers are 
absent from the plant because sickness, 
vacation, some other reason, their subor- 
dinates accomplish little. 


Managerial Organization 


Under some circumstances, the problem 
seniority for family members may cause or- 
ganizational difficulties. general, the older 
members the family are given the top posi- 
tions, and the junior members are subordi- 
nate positions, regardless the ability the 
individuals involved. The Jackson Com- 
pany, manufacturer brick and tile products, 
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encountered difficult organizational problem 
involving the two sons the owner-founder. 
The younger son possessed greater managerial 
aptitude than the older son, and the father 
was faced with the problem assigning the 
younger man position which would 
supervise the activities his older brother. 
was only after considerable persuasion his 
staff associates that the father consented 
promotion for the younger son and approved 
for him salary substantially larger than that 
the older son. This was difficult decision 
for the father, but the morale the working 
force would doubt have been adversely 
affected incompetent individual had 
been assigned—solely the basis seniority 
—to supervise them. Because comparable 
situations many family businesses, the small 
family-controlled firms are seldom afforded 
the best utilization their man power. 


Another problem connected with ineffec- 
tive organization arises family business 
when the board directors does not properly 
carry out its functions, but exists name only. 
The board directors Western tool man- 
ufacturing firm, for instance, merely fulfills the 
legal requirements for the corporate form 
organization and seldom holds any formal 
meetings. The directors the corporation are 
also the officers the company, and the board 
has never exercised its veto power formu- 
lated any constructive policies. There real 
need this company for the kind leader- 
ship that could afforded alert board 
directors. But, instead, they are content 
leave all policy-making and contiol one in- 
dividual who, unfortunately, incompetent. 


Need for Outside Assistance 


from the innumerable duties that the owner- 
manager the manager any small family- 
controlled business must perform. Since, natu- 
rally, the manager unable perform all 
functions equally well, his special abilities 
should supplemented those outside 
technical assistance. Invariably, the family 
business will shaped the particular skills 
the owner-manager, and staff assistants 


can obtained complement the abilities 
the manager, much better-balanced com- 
pany will result. Likewise, management con- 
sultants may render real service the small 
family business evaluating the operations 
and giving much-needed advice. For their 
contribution worth while, however, man- 
agement must supply tools the form 
adequate records and cooperative attitude. 
Furthermore, management must receptive 
suggestions and capable making use 
them. 


The Chip Corporation, small meat- 
processing firm, failed utilize properly the 
services its consultants. Following its ex- 
pansion program during World War II, this 
company recognized that was need 
assistance and employed prominent firm 
management consultants. The management 
seemed think that the consultants could 
work miracles themselves and that, merely 
employing them, the company would 
out its difficulties. The firm paid the con- 
sultants large sum analyze the operations 
the company—but paid attention the 
recommendations. 


The following year, the company paid the 
consultants another large fee for return en- 
gagement. The advice the consultants was 
not useful the Chip Corporation because 
the groundwork had not been laid for their 
services. Adequate records had not been kept; 
therefore, the consultants were unable gain 
the proper perspective the business. The 
basic problem the firm was that the man- 
agement had been unable divest itself 
outmoded methods doing things. failed 
visualize the company’s operations the 
light its new environment. This firm had 
one-man management that was incapable 
supervising business large and complex 
this one had become. Finally, the firm’s 
plight became critical that the bankers were 
forced intercede. competent and success- 
ful manager with many years experience 
this type business was employed the 
bankers, and program retrenchment and 
consolidation has set the company its way 
recovery. 
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Division Equity 


Satisfactory division equity another the 
problems that commonly confront the family 
business, according the firms studied. 

The Gunn Corporation, metal parts 
manufacturing concern the Southwest, pre- 
sented interesting problem connection 
with the division the estate among 
his three children, two boys and girl. His 
estate was composed primarily stock the 
family corporation. The sons 
actively engaged junior executives the 
small corporation and looked their salaries 
for their chief return from the business. 

The daughter, the other hand, married 
and moved away from the area where the fam- 
ily business was located. She and her husband 
had little interest holding stock the family 
firm because the company had policy dis- 
tributing earnings the form salaries; only 
nominal dividends were paid. The daughter, 
however, did not feel that she should de- 
prived her heritage simply because she was 
girl and did not elect work the family 
business. The brothers, who were the only po- 
tential buyers the stock, indicated that 
had value share, which was the price 
the stock sold for 1914 when the corporation 
was first organized. Today, however, the stock 
has beok value nearly share. Obvi- 
ously this case, fair division the father’s 
estate was difficult make because the 
complicated nature the salary and dividend 
policies. 

the case small pottery firm the 
South, the founder the business divided the 
stock among his four children, two boys and 
two girls. then paid investment counsel 
large fee set trust agreement that 
the ownership the family business given 
the daughters would, according his concep- 
tion, prove most advantageous them. Care 
was taken make nonattachable; thus, 
was impossible for the girls dissipate their 
stock for the stock get into the possession 
any other individual. provision was made 
that, the event the stock was sold 
the trustee, first must offered either 
both the two sons for purchase. The father 


and the investment counsel failed recog- 
nize, however, that because the character- 
istics this stock (it was closely held, relative- 
speculative, and subject management 
hazards might ill-adapted the invest- 
ment needs the two daughters. more 
attention had been given diversification, 
portion the holdings could have been sold, 
wider market for the stock would have been 
created, and more satisfactory securities could 
have been purchased. The father did not 
ognize the fact that others might not able 
manage his company well had and 
that the stock his company might prove 
poor investment for individuals not ac- 
tively engaged the business. 


the Harrison Company, where the foun- 
der the business divided his equity among 
his five children (four boys and one the 
family business likewise comprised the bulk 
the father’s estate. Some the members 
this family obtained employment outside the 
business and desired use their share the 
estate their own endeavors. They found, 
however, that the stock inherited from their 
father could not sold because there was 
market for it, that could not hypoth- 
ecated, and that the business paid divi- 
dends. The sons who were actively engaged 
operating the business felt that they were 
being discriminated against. Most the earn- 
ings had plowed back liquidate debt 
and provide for expansion; result, salaries 
were low and there were dividends. Fur- 
thermore, the sons had funds with which 
purchase additional stock order gain 
control the company. Family conflict re- 
sulted, frequently does when attempt 
made divide the equity closely held 
family business where the bulk the estate 


In-Laws 


The problem in-laws frequently complicates 
the operations family business. Usually, 
long the members the family are single, 
family loyalty permeates the organization; the 
business belongs “the family,” 
group shares mutual pride and interest 
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the endeavor. However, difficulty arises when 
the members marry and their in-laws attempt 
enter the inner circles the family business. 
The in-laws may not share the interest the 
children the family, who have seen the busi- 
ness grow, often under hardship, and they 
often feel that the business forms wedge be- 
tween them and their partner. There are also 
differences spending and saving habits, 
well the philosophy in-laws and family 
members toward the importance the family 
business, family relations, leisure time, and 
other considerations; such differences inevita- 
bly lead conflict and have repercussions 
the business itself. 

example such conflict was found 
small family cabinet manufacturing com- 
pany, which the wife one brother had 
been reared family that had spent its in- 
come freely clothes and recreation, and had 
little concern for saving and security. Her 
philosophy conflicted with that second 
wife, who was interested primarily 
saving and building estate for her 
family. Because the one wife drove new cars 
and spent the entire income her husband, 
there was pressure from this source increase 
salaries; contrast, the other brother exerted 
pressure liquidate the debt the company 
and expand the business with the anticipation 
increasing future profits and gaining greater 
security. 


Keeping Family Employees “in Line” 


Still another problem prevalent the family- 
owned business that many the decisions 
are made the basis emotion and senti- 
ment rather than upon logic. Furthermore, 
sometimes difficult keep family workers 
“in line.” Too often the owner-manager insists 
that Junior work the factory and then dis- 
covers that none his superiors dares dis- 
cipline the young son because possible re- 
percussions. Junior quick recognize his 
exalted position, and his services often prove 
harmful the company because the 
favoritism shown. some instances, family 
employees have been afforded 
leges working hours, vacations, shifts, and 
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work assignments. result these condi- 
tions, the morale other employees im- 
paired, and production schedules are affected 
adversely. 

the Gunn corporation, was found that 
family members would frequently work 
personal projects while employed the com- 
pany. one instance, one the family mem- 
bers constructed small fishing boat for his 
own use while being paid the company. His 
father was the production superintendent and 
seemed exert little control over his son’s 
activities. The incident caused friction among 
the employees and had unfavorable effect 
upon plant morale. 

still another case, was found that the 
family employees, because their feeling 
ownership the business, would frequently 
leave their work assignments take care 
personal affairs. one company, the wife 
employee did not hesitate call her hus- 
band the telephone while was working 
and ask him special favors for her; some 
these errands consumed much his work- 
ing time. 

Not only difficult keep family workers 
line, but the owner-manager may also 
difficult control. The family manager one 
company frequently refused accept the de- 
cisions the other members who served 
the board directors, and went ahead with 
his own decisions. public corporation, 
such actions would have been grounds for im- 
mediate dismissal, but this was apparently 
impossible this family concern. Further- 
more, since the business was the property 
the family, the manager exercised jurisdiction 
over the assets the family corporation 
the property belonged him alone. This sense 
ownership greatly affected the decisions 
made for the company and determined the 
relations the board directors with the 
manager. 

This feeling personal ownership fam- 
ily business sometimes makes difficult 
keep management line. Such problem 
arose the case the Stone Company, 
small steel-fabricating concern. The family 
members worked long hours and had their 
own assets intermingled with those the fam- 
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ily business. some cases, their own personal 
property would used for the benefit the 
family business, just the property the 
business was sometimes used for the personal 
advantage the individual. times, the fam- 
ily members were forced endorse the notes 
the company mortgage personal prop- 
erty secure the loans the family business; 
conflict inevitably resulted. This interming- 
ling personal assets with those the family 
business causes laxity that frequently results 
poor control, which not uncommon 
some small family businesses. 


THE ADVANTAGES 


have placed emphasis upon the many 
problems facing the small family business— 
and often they are very complicated. But all 
fairness the family business, the advantages 
accruing this form business ownership 
should also pointed out. These advantages 
are rather well illustrated the history the 
Frank Company, which has been operated for 
more than 250 years family business and 
has provided employment for many gener- 
ations the Frank family. The family has 
achieved wide recognition through the ac- 
complishments this concern. has pro- 
vided the industry with leading craftsmen, 
and the family has become relatively wealthy 
from the profits the company. The members 
have taken great pride building this 
business, which has reputation for high qual- 
ity and efficient service, and perpetuating 
the business under the family name. 

Another example successful family 
business rather recently organized one. 
One the line vice-presidents large, na- 
tionally known company resigned his position 
and started his own business. contended 
that his position the large corporation gave 
him little individual freedom opportunity 
use his own initiative. His ideas were ap- 
propriated others, and his ability was used 
along specialized lines. The company deci- 
sions were always made group. His salary, 
although relatively large, provided him little 
opportunity build estate and pro- 
vide for his children. large portion his 


income was paid the government income 
taxes and for high living expenses occasioned 
his executive position. 

This individual felt that operating his own 
small business gave him unlimited opportu- 
nity use his initiative and reap the bene- 
fits his creative ideas, his longer hours 
work, and his outstanding business ability. 
this dynamic individual, the operation his 
own firm presented challenge. gave him 
prestige and the opportunity see the fruits 
his own efforts. also appreciated being 
the “boss.” enjoyed the freedom plan- 
ning his own course action—arranging his 
vacation and planning his leisure time—and 
seeing his own name bright lights over 
the small manufacturing plant. 

The family business has provided many 
young people with the opportunity for em- 
ployment organization where there 
personal interest their progress and where 
the executive the company familiar with 
their qualities and anxious assist them. 
gives many people chance start out 
business that has been tried and found suc- 
cessful, and which the difficult problems 
organizing and starting, and building 
working capital and technical staff skilled 
workmen have been worked out. The small 
family business also gives the manager, 
well the workers, chance become fa- 
miliar with wide variety activities and 
observe the entire operation business. 
for this reason that many large businesses 
have looked the smaller concerns when se- 
lecting executives with well-rounded 
edge finance, production, and sales, well 
appreciation for human relations, re- 
search, and the other staff functions. 

fortunate for the future the small 
family business that there are certain advan- 
tages which help offset the deep-rooted 
problems encountered when families attempt 
work together business endeavors. 
Otherwise, society would deprived the 
acknowledged contribution that the small 
family-controlled business has made. Empha- 
sis should now centered finding ade- 
quate solutions the problems inherent 
this type business ownership. 
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SCIENTIFIC RESOURCES THE SIXTIES 


NATIONAL Science Founda- 
tion recently released major 
policy document which, among 
other recommendations,' calls 
for the following increases our 
scientific resources: 


Twice many qualified 
scientists 1970 have 
now. 

increase funds spent 
science 
education from 
(1961) $5.5 billion (1970). 

rise from $.9 billion 
$2.7 billion (1970) the 
search colleges and univer- 

the day the statement con- 
taining these proposals was made 
public, received strong support 
from President Kennedy and 
other national leaders. 


the material this feature 
based upon information from the fol- 
lowing reports: Investing 
Progress (National Science Foundation, 
Washington, D.C., 1961) and Scientific 
Progress, the Universities and the Fed- 
eral Government (statement the Presi- 
dent’s Science Advisory Committee, No- 
vember 18, 1960). 


Mr. Elwert Assistant Research Editor, 
Business Horizons. 


Bert Elwert 


The report, entitled Investing 
Scientific Progress, un- 
pretentious document; into it, 
however, compressed some 
vital and timely information 
about our scientific resources and 
potential. While limitations 
space inevitably lead some 
sketchy treatment, Investing 
Scientific trends 
science education over the past 
forty years and projects these 
trends 1970. stated the 
report, our major goal must 
see that “every young person who 
shows the desire and the capacity 
become scientist” given 
carefully pointed out that noth- 
ing the document should 
construed attempt turn 
our national efforts solely toward 
scientific advances; the goal that 
the report sets not 
achieved depriving other pro- 
quired for their own increasing 
needs. 


BASIC RESEARCH 


choosing emphasize basic 
research the 
National Science Foundation 
stresses the very bases all 


science and technology. Educa- 
tion provides the supply hu- 
man talent and research the fund 
knowledge that, combina- 
tion, underlie the whole super- 
structure technology. Basic 
research, fact, constitutes the 
raw materials for technology and 
invention. 


Pure vs. Applied 


Because understanding 
own sake rather than practical re- 
sults the first intention all 
basic research, many laymen re- 
gard this kind research en- 
tirely abstract theoretical. 
That this mistaken notion 
becoming increasingly clear. One 
the most striking facts our 
present state science and tech- 
nology that now much har- 
der draw the line between pure 
science and technology. New and 
extremely important applications 
are growing out what, short 
time ago, was regarded the 
most abstruse and “pure” pursuit 
knowledge; consider, for ex- 
ample, some the uses mathe- 
matical theory computer de- 
sign and the analyses 
complex biological and social sys- 
tems. Conversely, advances 
technology bring new prob- 
lems research and also provide 
new tools aid the researcher. 
Once the techniques and equip- 
ment for radar were developed 
part weapons technology, both 
the physicist and the chemist had 
new and refined tool for investi- 
gating properties solids and 
chemical compounds. Extensive 
use this tool basic research 
paid additional dividends that 
opened the way entirely 
new techniques electronics. 
Probably the best way distin- 
guish between basic research and 
applied science—if there need 
so—is examine motive 
rather than method, though even 
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here the distinction not ex- 
act one. the main, this lack 
precise separation good thing. 
strength stems from close as- 
sociation between basic science 
and technology. 


SCIENCE PERSONNEL 
The National Science Foundation 
describes the college and gradu- 
ate training scientists and engi- 
neers (and the research that 
integral part that education 
“the keystone scientific 
progress.” Science defined 
including mathematics, the phys- 
ical and engineering sciences, 
the life sciences, and the social 
sciences with the exception 
history; classed 
scientists and engineers are those 
persons who hold least bach- 
degree its equivalent 
science engineering, and who 
work study that requires this 
education. national 
effort scientific research and 
education demands many kinds 
skills and people with differing 
types and levels education. 
Much emphasis, however, nec- 
essarily placed the doctorate, 
the Doctor Science 
(Ph.D.), 


held most senior educators and 


Doctor Philosophy 


principal research people the 
colleges and universities. 

subject complex the 
current state science and tech- 
nology advanced industrial 
nation difficult summarize. 
have try capture the 
essentials U.S. science few 
words, would probably most 
diversified, constantly improving, 
but less than adequate terms 
the nation’s future needs. 
should also add the obvious fact 
that our position world leader 
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basic research 
colleges and universities 
other sectors 
science and engineering education 
colleges and universities 
secondary schools 
All other work 


Total scientists, engineers, and 
teachers science 


TABLE 


Major Professional Activity Scientists, Engineers, Teachers 


45,000 
25,000 

100,000 
160,000 
1,070,000 


1,400,000 


Note: Many people working science divide their time between activities (for example, 
teaching and research), making impossible show relative amounts effort simply counting 
the number people each activity. order take this into account, relative efforts are expressed 


terms full-time equivalent man power. these terms, the 70,000 people basic research are 
equivalent 45,000 colleges and universities and 25,000 other sectors. 


technology being challenged 
never before our history. 

present, there are 1,400,000 
scientists, engineers, and teachers 
science the United States. 
this total 87,000 hold 
degrees, while the majority 
(1,070,000) are work other 
than basic research and educa- 
tion (see Table for the complete 
breakdown our scientific per- 
sonnel according their main 
activities 


New Graduates 


Each year, course, our supply 
science skills supplemented 
new graduates. This year our 
colleges universities are 
awarding about 150,000 degrees 
science and engineering, 
which about 6,900 are doctorates. 
The total cost this education 
college and graduate levels 
fiscal 1961 $2.1 billion. first 
glance these figures seem impres- 
sive enough, but weighed against 
the needs expanding popu- 
lation, growing economy, and 
virtual explosion scientific de- 
velopment, obvious that 
need educate more people. 


While all levels education 
from the bachelor’s degree the 
doctorate add our science po- 
tential, the key degree the doc- 


torate. This reflection 
snobbishness excessive con- 
cern with formality; the level 
modern scientific attainment 
now high that the years 
graduate work required for doc- 
torate are almost prerequisite 
adding this knowledge. The 
vital work being done the out- 
posts science—the work that 
supports all science and technol- 
ogy—is, our time, the domain 
those who have completed the 
highest level graduate educa- 
tion. There will probably always 
place, even the most ad- 
vanced work, for few excep- 
tional people who not have the 
doctorate, but these cases are al- 
ready the exceptions that prove 
rule. 

Our attention centers, then, 
the 6,900 doctorates awarded this 
year. How adequate will this 
number be? What about next 
year and the year after that? Esti- 
mates vary, course, but 
agreed that must increase the 
number each year the sixties. 
Already there are ominous signs 
that our needs are straining our 
resources. Table shows, the 
bulk our scientific talent 
being absorbed work other 
than basic research and educa- 
tion. This applies the 


cla 
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ates who terminate their formal 
education the bachelor’s 
master’s level. 


Teaching Needs 


One the pressure points our 
resources scientific personnel 
showing the most critical 
educational area. Total college 
enrollments will nearly double 
during the but faculties 
will rise only about per 
cent. This even more serious for 
science and engineering instruc- 
tion, because the somewhat 
higher loss faculty members 
research reduces the effective ex- 
pansion well below per cent. 

Although the shortage col- 
lege science teachers not near 
danger point, there are signs that 
the situation deteriorating. 
increasing number science fac- 
ulty vacancies are being filled 
people without doctorates. Re- 
cent statistics show that between 
1953 and 1960 the percentage 
such openings filled people 
with doctorates slipped from 
47. Moreover, this happened 
despite increase the number 
doctorates awarded during the 
same period. Part the problem 
that each year more the new 
holders doctorates bypass the 
colleges and into industry. 
Figures compiled the National 
Education Association show that 
1959 and 1960 college teaching 
claimed only 26.5 per cent the 
people receiving doctorates 
physics; chemistry the propor- 
tion was even lower—only 19.3 
per cent the new and 
decided teach. 

This year about 100,000 pro- 
fessional scientists and engineers 
about 645,000 
science and engineering students 
colleges and universities. The 
National Science Foundation es- 
timates that 1970 there will 


TABLE 


Investment College and University Education Science and 


Engineering 
(in millions dollars) 


1961 1970 
(required 


Salaries 

Full-time equivalent professional staff 800 $2,100 
Full-time equivalent assisting staff 
Operating and overhead expenses 648 
Information 
Equipment 200 
Facilities (buildings and physical plant) 150 350 
Rounded total (in billions dollars $2.1 $5.5 


1,130,000 students enrolled 
these fields. the present ratio 
tained, will need 175,000 fully 
accredited teachers 1970. 
addition, the staff assist the 
teachers will have rise from 
100,000 175,000. 

There always some hope that 
improvements teaching meth- 
ods and techniques will ease the 
demands teaching time. Cer- 
tainly must explore all promis- 
ing possibilities this direction. 
However, the rapid gains the 
amount and complexity scien- 
tific knowledge will probably 
necessitate increased 
contact between student and 
teacher the future. 


COSTS EXPANSION 


The price tag this expansion 
our science teaching will, 
1970, about three times what 
are currently spending. 
the basis the figures for in- 
creased professional staff shown 
above, the National Science 
Foundation estimates that the 
total cost will about $5.5 bil- 
lion, increase $3.4 billion 
over 1961 (see Table for com- 
parative breakdown 
ment between 1961 and 1970). 
considering these costs, two 
facts are paramount impor- 
tance. First, part our nation’s 


eminence world power rests 
achievements and scientific po- 
tential. This dependence 
way means that science the 
cornerstone our culture that 
our greatness based ma- 
terialism; the quality our cul- 
ture and its ability survive are 
based social, spiritual, and ar- 
tistic values. But clear that 
great scientific potential essen- 
tial the greatness nation. 
The second fact that funds 
spent education, this case 
science education, are invest- 
ment the fullest sense the 
word. From this investment 
can expect handsome returns 
technical improvement and ad- 
vances the biological and social 
sciences. 

Though, higher education, 
especially the sciences, teach- 
ing and research are two sides 
the same coin, these activities 
need their own financing and man 
power. Our federal government 
far the major sponsor 
basic research the United 
States; other agency comes 
close its contribution per 
cent all research expenditures. 
The reasons for this are the gov- 
ernment’s two general responsi- 
bilities with regard science: 
First, must concerned with 
the development those fields 
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basic and applied science that 
may important the national 
security and the general welfare; 
second, the government has 
vital interest the strength 
American science and education 
whole. 


College Research 


About per cent the basic 
research performed the 
done the colleges and univer- 
sities. This reflects trend 
rapid expansion research done 


the campus. While some prob- 
lems and growing pains have ac- 
companied the trend, the impres- 
sive results far outweigh the 
drawbacks. The extent the 
trend perhaps best illustrated 
statistics showing growth 
college and university research 
expenditures over the past two 
decades. 1940 the federal gov- 
ernment spent $15 million 
grants U.S. colleges and uni- 
versities. just sixteen years, 
this figure increased twentyfold 
$310 million, and the end 


Though Food Crusade packages 
may not sent specific in- 


dividuals, you may select from 


hunger hurts... 


please care 


Sends Food Crusade Package 


the following destinations: 


Afghanistan Israel 
Colombia Italy 
Ecuador Jordan 
Berlin Korea 

| Greece Pakistan 
Haiti Poland 
Hong Kong Turkey 
tran Vietnam 


Yugoslavia 


CARE Crusade 
New York 16, Y., 
your local CARE office 


send food packages 
name. 
(Address) 
(City) (State) 


Make checks out 
CARE Inc. 


millions who have never known the luxury 
full stomach. You can bring them nourish- 
ment, new life and hope, joining CARE’s 
Food Crusade. 


dollar bill all takes deliver complete 
package. Contents are mainly donated the 
U.S. Government under the food-for-peace pro- 
gram. But CARE adds items for nutritional bal- 
ance, special country needs. 


message friendship, including your name 
and address, accompanies every package. Re- 
cipients orphanages, refugee camps, 
hospitals, disaster areas, schools and poverty- 
stricken homes will know that you and 
America care. 


Your Dollars Help Much 
SEND WHAT YOU CAN NOW 


fiscal 1961 the $310 million had 
almost tripled again reach $879 
million. None these totals in- 
cludes the estimated $60 million 
additional money for buildings 
house some this 
Admittedly, this remarkable 
growth has discounted 
somewhat the fact that the 
post-World War figures are 
inflated the government’s 
underwriting vast off-campus 
research centers that universities 
operate and The staffs 
these centers are almost exclu- 
sively full-time research people; 
only small number teaching 
faculty members are involved 
the work. But even excluding 
these special installations, spend- 
reached impressive totals. fis- 
cal 1961 the amount was $489 
million, compared with $172 mil- 
lion just five years earlier. 

Among government branches, 
the National Institutes Health 
—medical research arm the 
Department Health, Educa- 
tion, and Welfare—allocates the 
largest amounts college and 
university research. Grants for 
research cancer, heart dis- 
ease, and number other dis- 
eases came $157 million the 
1961 fiscal year, increase 
$127 million over the past five 
years. The military branches 
came close second with expen- 
ditures $154 million last year. 
third place was the National 
Science Foundation, followed 
the Atomic Energy Commission, 
the Department Agriculture, 
and the National Aeronautics 
and Space Administration. 

All plans currently under way 
call for more research colleges 
and universities. safe guess, 
for instance, that are due for 
significant acceleration the 
work being done for the National 
Aeronautics and Space Adminis- 


tration. the same time, busi- 
ness corporations are increasing 
their financing college and 
about equal that the govern- 
ment. Although the $50 million 
annual contribution from private 
business looks small compared 
with government figures, 
good deal higher than was 
few years ago. Another $50 mil- 
lion annually comes from private 
foundations, which 
rapidly adding their budgets 
for research grants. 
Finally, the universities them- 
selves are major contributors 
their own research. Last year 
estimated $150 million from uni- 
versity budgets went into re- 
search work. 

important keep these 
figures perspective. Bear 
mind that are discussing basic 
research—not all the diverse 
activities that are labeled re- 
search—and that are consider- 
ing only that part performed 
colleges and universities. The 
amounts spent for all the activi- 
ties that come under the heading 
general research are much higher 
than anything have discussed 
here. the year ended June 30, 
$16 billion was spent 
host activities, all them 
generally defined research. 
Only per cent this total went 
into university programs; but the 
university portion included fully 
one-half the $1.8 billion spent 
the critical area basic re- 
search. The other half was 
divided among private industry, 
$0.5 million; federal government, 
$0.3 million; and nonprofit insti- 
tutions, $0.1 million (see Table 
for concise picture the all- 
important basic 
ment based sources and uses 
funds). This $1.8 billion spent 
basic research 1961 was 
broken down into: $1.5 billion for 


TABLE 


Percentage Distribution Funds for Basic Research, Fiscal Year 1961 


Sector 
Colleges and universities 
Other nonprofit institutions 
Private industry 
Federal government 


Total 


salaries, indirect costs, and other 
expenses; and $0.3 billion for 
facilities, equipment, and infor- 
mation costs. 

According the National 
Science 
basic research done colleges 
and universities will have grow 
three times its present level 
1970( measured dollaramounts 
invested research This means 
that the 45,000 full-time equiva- 
lent personnel engaged basic 
research will have grow 
85,000 1970 and that nonpro- 
personnel 
(machinists, laboratory 
ants, and technicians) will have 
increase from 35,000 65,000. 
Along with this increase per- 
sonnel, there must commen- 
surate increase 
equipment, buildings, 
brary and information services. 
(This rise dollar amounts 


RESEARCH GROWTH 


What was said about the bene- 
fits expected from expanded 
teaching applies equally 
growth research. The returns 
from basic research have more 
than paid for the effort the 
past and they can expected 
again. But, the mean- 
time, intensify our re- 
search programs, will un- 
doubtedly experience stresses 
and strains the institutions that 


Source Research 
Funds Performed 
12% 50% 
60. 
100 100 


carry the work. Just how seri- 
ous these problems will be—or 
already are—is hard determine. 
doubt, some current com- 
ments the dangers under- 
mining our educational purpose 
and are exaggerated; there 
seems little evidence sup- 
port any serious fears that re- 
search drying instructional 
facilities detracting from un- 
dergraduate teaching. 

However, there are real prob- 
lems. some our finest 
schools, research work has grown 
fast and now such large 
proportions that there inevita- 
ble pressure facilities. Colum- 
bia University, for example, cur- 
rently handles research budget 
about $22 million, from 
only million decade ago. 
Harvard approximately per 
cent the operating budget 
comes 
Other top schools have compa- 
rable research budgets. would 
foolish say that this trend 
holds dangers. Certainly 
possible that too many our 
ablest people will succumb 
completely the lure research 
that they will abandon teaching. 
the other hand, research and 
teaching together produce 
ideal educational environment; 
the problem more likely 
one balance and perspective 
than fundamental conflict. 


more plentiful supply 
teachers, research personnel, and 
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facilities would help ease the 


necessary adjustments. This, 
course, the basic intent behind 
the National Science Foundation 
recommendations, but goal 
that requires time accomplish. 
more immediate assist could 
had through wider distribu- 
tion research funds. Over 
per cent the Federal research 
money dispensed 1960 went 
twenty-five the nation’s lead- 
ing universities, and 
whelming proportion research 
support channeled the 165 
universities that award doctor- 
ates. could that research and 
teaching could better com- 
bined some carefully selected 
work was shifted schools cur- 
rently receiving less research sup- 
port than they can absorb. There 
should also some opportuni- 
ties for increasing research grants 
schools. these times 
can ill afford let any our 
human 


resources 


facilities overlooked. 


sad fact that the benefits 
scientific achievements are 


often adulterated less worthy 


TABLE 


Investment Basic Research Colleges and Universities 


(in millions dollars) 


1961 1970 
Salaries 
Full-time equivalent professional staff $345 $970 
Full-time equivalent assisting staff 158 450 
Operating and overhead expenses 227 665 
Information 
Equipment 180 
Facilities (buildings and physical plant 360 
Actual total $878 $2,720 
Rounded total 
(in billions dollars $0.9 $2.7 


elements. Now science and tech- 
nology are instruments na- 
tional policy. the Soviet Union 
has shown, scientific advances— 
especially they can turned 
into spectacular 
potent propaganda weapon, and 
can used back the saber 
rattling directed against those 
who oppose Soviet policy. 
These developments make 
easy discouraged. But 
the West, can expand our 
scientific potential 
taneously nourish great culture, 


may yet fully realize the high 
potential science. need 
armaments because must sur- 
vive but, given unified national 
effort, may develop peaceful 
uses for our knowledge that will 
dwarf the awesome capabilities 
our weapons. bend our 
efforts the task, may, 
the words our President his 
inaugural address, explore 
the stars, conquer the deserts, 
eradicate disease, tap the ocean 
depths, and encourage the arts 
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Lois Shepherd Headings 


EDITOR 


book notes and reviews 


Such moments when Mind and Matter hold perfect communion, And wide vistas 
open regions hitherto entirely barred. (Lu Chi) 


Only who has measured the dominion force, and knows how transcend it, 
capable love and justice. (Simone Weil) 


SOME TIME ago read article 
that has haunted ever since 
and mainly responsible for the 
books chosen for review this 
issue. The article was called “The 
Creative Process” and was writ- 
ten Bronowski for Scientific 
American (September, 1958). 
Bronowski shows with unusual 
insight the essential similarity 
between genuine artistic and 
scientific creation; sees the 
same process work Coper- 
nicus and Shakespeare. This 
so, says, because, whether 
artist scientist, man becomes 
creative when finds new 
unity the variety nature, 
unity that gives him sense 
both richness and understanding. 
Moreover, maintains that sci- 
entific creation personal 
artistic creation: the theory 
science that the choice between 
alternatives made mechanical- 
deception,” for can- 
not define simplicity even say 
what mean the simpler 
two inductions. example 
gives Max Planck’s quantum 
theory. “The facts showed that 
the radiation not continuous; 


FUSION: PRO CON? 


they did not show that the only 
alternative Planck’s hail 
quanta. This analogy which 
imagination and history brought 
into Planck’s mind.” (p. 64) 
then sees the same imaginative 
incisiveness and understanding 
crowded into William 
metaphor, dog his 
gate/Predicts the ruin 
the State.” The thought that 
the moral detail indicative 
the larger morality the society, 
Bronowski continues, ex- 
pressed transmit excite- 
ment that valid measure 
creative genius. 

were struck, too, his 
pointing out that the great cre- 
ative periods literature and the 
arts have coincided with the 
great creative periods science. 
“Is coincidence that Phidias 
and the Greek dramatists lived 
the time Socrates?” asks. 
“Is coincidence that Galileo 
shared the patronage the 
Venetian republic with sculptors 
and painters? coincidence 
that, when Galileo was the 
height his intellectual power, 
there were published England 
the span years the follow- 
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HARPER BOOKS 


FOR 
EXECUTIVES 
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ACCOUNTING 


Ralph Lewis 


General Partner, Arthur Young Co. 


With accounting now highly 
versatile tool management, 
this book shows how 
can shaping short- and 
long-range business policy. 
presents “the true image the 
visualized big business: 
dynamic, revealing activity pro- 
viding plans and controls inuring 
greater 
larly valuable are those examples 
depicting the high practical value 
budget preparation the fi- 
nancial area the business 
well the production, 
keting, and all other areas 
President, American Institute 
Certified Public Accountants. 
$3.95 


AMERICAN 
MANAGEMENT 
ABROAD for the 


Business Executive Overseas 


George Bryson 


Dean, Harvard Graduate School 
Business. former vice pres- 
ident Young Rubicam and 
General Foods spells out 
plain terms the essentials for 
making American overseas oper- 
ations profitable. emphasizes 
the importance personnel se- 
lection, presents the foreign 
assignment ideal training 
ground for top management, and 
illustrates, with 
techniques and insights that can 
applied all businesses oper- 
ating offices and plants overseas. 
thoroughly and 
highly practical operating guide.” 
—JOHN FAYERWEATHER, Manag- 
ing Editor, The International 
Executive. $5.00 


your bookstore from Dept. 
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ing three works: the Authorized 
Version the Bible, the First 
Folio Shakespeare and the first 
table logarithms?” (p. 60) 
Bronowski 


addition, sees each 
concurrent flourishing reflec- 
might insert here that these ages 
were also famous for outstanding 
personalities variety prac- 
tical fields. They certainly were 
not timid ages given abstract 
speculation. 

true that history does not 
repeat itself any specifically 
recognizable fashion, but certain 
profitably 
were reminded 


drawn. 
this the continuing efforts 
re-establish 
tween what Snow has sym- 
bolized “the two cultures.” 
Snow, too, feels that breaking 
down this polarization impor- 
tant the health and advance- 
And 


since Snow not one under- 


ment our civilization. 


estimate the importance the 
practical the progress men’s 
affairs, must strongly con- 
vinced the interrelations. 
fact, the interaction scientists 
the practical world govern- 
ment the subject new 
book AND GOVERNMENT 
(Harvard, $2.50). 

Originally (prompted the re- 
view The Economist) had 
intended discuss Science and 
Government solely adminis- 
tration essay. For one thing, 
excellent study high-level 
administration action told 
only competent novelist could 
tell it. But more the point 
here, Snow way modern 
version the Renaissance man. 
well being the acclaimed 
author prodigious series 
novels called collectively Stran- 
gers and Brothers (an intriguing 
title itself), has also been 
practicing scientist and admin- 
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sional life physicist, was 
fellow Christ’s College, Cam- 
bridge from 1930 1950, was 
charge selecting scientific per- 
sonnel for war research Britain 
during World War II, was Civil 
Service Commissioner from then 
until 1960, and has been direc- 
tor the English Electric Com- 
pany since 1947. For this reason 
want connect this book 
later with his now-famous Rede 
Lecture The Two Cultures 
and the Scientific Revolution. 
Science and Government be- 
gins with story the 
varying fortunes two scientific 
advisers the British govern- 
ment during World War II, Sir 
Henry Tizard and Linde- 
mann (Lord Cherwell). Snow’s 
hero Tizard, the proponent 
radar, and his villain, Lindemann, 
close adviser and the 
bitter enemy Tizard. Lately, 
the truth about the feud between 
these two scientists has become 
matter 
versy, with pros and cons filling 
several volumes. But the story 
given here sufficient for its pur- 
pose: show how scientists can 
serve government with the 
greatest effect and the least risk. 
the first place, Snow de- 
plores two phenomena evident 
advisory 
setup which Tizard and Linde- 
mann participated: One was the 
secrecy under which cardinal 
handful men (he calls this the 
“euphoria secrecy” the other 
was the general bad judgment 
those who became overinvolved 
which “gadget” 
can any practical device from 
the evidence the 
first evil, concludes that 
single scientist should have the 
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powers choice that Lindemann 
had, that the only curative for ill- 
judged scientific choices refer- 
ral larger group profes- 
sional scientists. the evidence 
the second, says bluntly, 
anyone who drunk with 
gadgets menace.” (p. 69) 
firmly convinced his 
scientific training that societies 
about the same level technol- 
ogy will produce similar inven- 
dependence any one device 
fatuous. adds that the case 
the military technology the 
United States and the for 
example, would aston- 
ishing either society kept for 
long anything like serious, 
much less decisive, technical 
lead.” (p. 70) would, then, 
advise wide consensus 
possible among the best scien- 
tific minds before policy set. 
for scientists other areas 
government, Snow 
definite 
proper’ all the levels govern- 


sees 
“scientists 


ment—chiefly because 
that they “have the future their 
bones” and can afford the socially 
imaginative foresight often lack- 
ing active administrators and 
politicians who must become 
tion. 

When referred Science 
and Government essay 
administration, were referring 
mainly second aspect the 
essay, analysis “closed poli- 
tics.” this term, Snow means 
“any kind politics which 
there appeal larger as- 
sembly—larger assembly the 
ger scale what call loosely 
“closed” situation, points out, 
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PROBLEMS MARKETING, Third Edition 
MILTON BROWN, WILLIAM ENGLAND, MATHEWS, 
Harvard University. Available September, 1961. 

revision well-known Harvard Casebook. with previous editions, this 
book can best used along with textbook either highly sophisticated intro- 
ductory marketing courses else such courses Marketing Policy, Marketing 
Management, and Advanced Marketing. Almost 50% the cases are entirely 
new. The direction the revision has been cover fewer cases greater depth. 


SUPERVISORS ACTION: Developing Your Skills Managing 
People 

JOSEPH FAMULARO, McGraw-Hill Publishing Co. 238 pages, $4.75. 
the aim this book help the supervisor manager better job. The 
material focuses the supervisor and carries him through better understanding 
himself, his job, and the specific techniques managing people. The style 


lively and entertaining; the coverage, comprehensive; and the method, direct and 
the point. 


MODERN MARKETING MANAGEMENT: Integrated 
Approach 
FERDINAND MAUSER, Wayne State University. The McGraw-Hill 
Series Marketing. 502 pages, $7.95. 
advanced undergraduate and graduate level text presenting marketing man- 
agement lively and thought-provoking manner terms decision-making 
the operational levels business. emphasis relationships, analysis, 
strategy and tactics involved building and executing the operational manage- 
ment program the goal profit maximization can reached. 


NEW PATTERNS MANAGEMENT 

RENSIS LIKERT, The University Michigan. 288 pages, $6.95. 
Intended for persons concerned with the problems organizing human resources 
and activity, this volume especially written for those who are actively engaged 
and supervision and for students administration and organiza- 
tion. The focus largely the problems business enterprises. The book 
presents newer theory organization based the management principles and 
practices the men who are achieving the best results American business and 
government. also draws from research done voluntary organizations. 


PRACTICAL FINANCIAL STATEMENT ANALYSIS, New Fifth 
Edition 
ROY FOULKE, Dun Bradstreet, Inc. McGraw-Hill Accounting 
Series. Text Edition available November, 1961. 
completely updated edition proven work. The author presents, prac- 
tical, everyday language, description the techniques used analyzing what 
behind the figures the four important statements used portraying the 
financial condition commercial and industrial businesses—the balance sheet, 
the income statement, the reconciliation surplus, and the source and appli- 
cation funds statement. basis for comparison, the author includes ratio 
standards determined from the yearly study 10,000 business corporations. 


INTRODUCTION MATHEMATICS 

FOR BUSINESS ANALYSIS 
Robert Meier, General Mills, Inc., and Stephen Archer, University 
Washington. 284 pages, $6.95. 

For businessmen and students business and economics interested learning 


about the uses mathematical and statistical techniques the solution busi- 
ness problems, but who lack formal training these subjects. 


Send for copies approval 


McGraw-Hill Book Company, Inc. 
330 West Street New York 36, 
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sonal relations carry weight 
responsibility greatly out pro- 
portion that which they carry 
open politics. all closed 
politics isolates three forms: 
hierarchical 
politics, and court politics, which 
“interweave, interact, shift 
from one the other.” com- 
mittee politics quotes de- 
scription meeting high 
officials from one his own 
novels: 


men were fairer, and most 
them great deal abler, than the 
average: but you heard the same rip- 
ples below the words, when any 
group men chose anyone for any 
job. Put your ear those meetings 
and you heard the intricate labyrin- 
thine 
even the best men, the love 
power. you have heard once— 
say, electing the chairman 
tiny dramatic society, does not mat- 
ter where—you have heard col- 
leges, bishoprics, ministries, 


cabinets: men not alter because the 


are reminded the tragic fate 
advisory committee reports 
U.S.—a fate well described Edward 
article “The Longest Way 
From Thought Action” The Re- 
porter (June 22, 1961). Chase quotes 
Fred 
fulfill much the same purpose 
contemporary scene the chorus did 
Greek drama: give warning vague 
trials ahead without being 
interfere with the immediate busi- 
ness the actors kill the suspense 
(p. 28) 


the 


study, originally done years ago, re- 
peated intervals with the 
ings, since substantiated the growing 
snarls—but still not acted 
upon. cites the famous Gaither 
Report American security (succeeded 
by, among others, the Rockefeller Broth- 
reports), the 5-volume Paley Report 
the nation’s material resources (killed 
the mining industry interests but en- 
joying tremendous prestige and use 
governments abroad and succeeded 
1962), the Hoover Reports reorgani- 
zation the Executive branch (also re- 
peated later reports, equally 
well the Randall Report foreign 
economic policy, the Bassett Report 
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issues they decide are bigger 
(The New Men, pp. 278-79) 

The stronger personalities, 
other words, tend carry the 
day committees. Later the 
book gives three conditions 
that considers imperative for 
effective committee govern- 
ment: (1) the objective must 
clear and not too “grandilo- 
quently (2) the committee 
has correctly placed 
the organization—a feat requiring 
thorough knowledge the or- 
ganization and its interrelation- 
ships; and (3) the committee 
must empowered follow 
politics means getting things 
done 
ganizations such bureaucracies 
and large industries, and here 
pays due respect what gen- 
erally called the “informal organ- 
Court politics Snow 
describes “attempts exert 
power through man who pos- 


its advice. 


modernizing aviation facilities, the Kestn- 
baum Report intergovernmental rela- 
tions, the Cooke 
resources, the Report man- 


Report water 
power utilization the armed services, 
the Report steel 
pricing, the Conant Report education, 
the Bane Report the need for more 
doctors, and and on. “It clear that 
are the victims epidemic 
repetitious research reports; that these 
reports have more often than not been 
commissioned substitute for action 
rather than accomplish it; and finally, 
that the original reports, the good ones, 
are almost never acted upon are acted 
upon after the trouble they have pointed 
has engulfed us.” (p. 30) 

Chase calls this state affairs waste- 
ful and even suicidal, indeed is. 
Snow would suggest, course, that the 
trouble lies divorcing the advice from 
power follow up—a sticky suggestion 
for society which the professor 
scientist suspect any realm action, 
despite the fact that more likely than 
not has long since cut 
teeth right his own university. 
might bit thin-skinned under un- 
usual pressures, but has his own pecu- 
liar strengths well weaknesses. One 
such strength would healthier re- 


spect for the value such reports. 


1961 


sesses concentration power.” 
(p. 63) His example the Linde- 
mann and Churchill relationship. 
Like any true court politician, 
says Snow, Lindemann held 
official position. 

“Bold protested Churchill 
about influence, and 
were shown out the room. Before 
England 
knew that the friendship 


breakable, and that Lindemann held 


Lindemann’s 


long everyone 


Before long also men 
had accustomed themselves 
degree power and jumped be- 


hind it; for overwhelming ma- 


jority men find fascination 
seeing power confidently used, and 
are hypnotised it.” (p. 64) 

general, Snow sees closed 
politics the way men have 
operate certain circumstances 
get things done. insists that 
mean description poli- 
tics taken neutral state- 
ments.” (p. 66) interested 
here understanding “how the 
world ticks” order make 
tick better. 

not difficult see from 
these latter remarks (eschewing 
they value judgments why, 
despite his being acclaimed 
novelist, his heart really with 
the scientists when discusses 
the gulf separating the men 
science from the literary intellec- 
tuals his The Two Cultures and 
the Scientific Revolution. True, 
sees the gulf one that im- 
poverishes both the scientist and 
the man the humanities, and 
believes that long exists, 
society can think with wisdom. 

get more committed view 
from the side the humanities, 
collection essays reworked 
from previous addresses and pa- 
pers) man who has spent 
considerable energy trying get 
the fine arts integrally 
placed the educational system. 
“This book,” says Herbert Read 


the preface his THE 
THINGS UNKNOWN 
$6.00 “is concerned with the na- 
ture the creative mind and 
with the part plays the main- 
tenance those values that 
the past have been inseparable 
from the idea civilization.” 
(p. 11) goes say that 
feels these values are threatened 
the technological revolution, 
which has been accompanied 
the rise scientific philosophy 
harmony with it. his first 
chapter, “The Limitations 
Scientific Philosophy,” uses 
Reichenbach, especially, 
straw man and cautions that 
hope these remarks will not 
taken attack science—I 
attacking only the pretensions 
science: its pretension 
the only sufficient basis philos- 
ophy, identical with Rea- 
son itself.” (p. 29) 

Read’s main argument that 
art factual science—that 
far from being “emotive ex- 
pression” Reichenbach de- 
scribes it, is, Otto Baensch’s 
words, “‘a 
whereby bring certain con- 
tents the world into the realm 
the particular office art 
this with the world’s emotional 
content. According this view, 
therefore, the function art 
not give the percipient any 
kind pleasure, however noble, 
but him with some- 
thing which has not known 
(p. 21) When Read in- 
sists that art objective, dis- 
tinguishes between the created 
object art and the given object 
science. The created object 
the objective correlative 
state consciousness.” (p. 26) 
Read would maintain, therefore, 
that the artist the true empiri- 


cist and that science 
structed speculation built from 
systems. 
Whereas the scientist holds that 
truth predicate statements, 
the artist conscious uncon- 
existentialist) says that 
truth predicate the crea- 
tion specific symbolic objects. 


“The artist knows that his sense 
organs are quite incapable encom- 
passing empirically any external real- 
ity; but knows that part 
the universal process, 
entity engaged the adventure 
existence; and knowing this, 
becoming aware the growing-point 
that this universal process, 
able manufacture some grains 
the real—just the photogenic 
cells plant manufacture certain 
real substances from the air the 
ether the cosmic rays. The two 
processes are analogous rather than 
identical, but the work art real 
the sense that atom nitrogen 
real.” (p. 27) 

also refers Max Scheler’s 
formulation this idea: The his- 
tory art series expedi- 
tions against the intuitable world 
order subdue for our com- 
prehension. Eliot calls each 
such venture raid the inar- 
ticulate.”) Art, short, the 
attempt objectify reality 
way that bypasses our cultural 
confines, draw true picture 
the perceiving process and the 
perceived object possible, 
stretch the ways seeing and 
understanding. The awareness 
and response such new ways 
seeing Read calls the aesthetic 
sensibility, which believes 
science well art, but which 
danger extinction from 
the logical mode inquiry. What 
the difference, asks Read, be- 
tween the logical status works 
art such Greek vase and 
the materials the biologist ex- 
amines under microscope? Both 


are material organizations exhib- 
iting order, and, 


the scientist asserts that the 
order discovers nature not 
meant give pleasure, whereas the 
potter who created the vase had the 
intention give pleasure—then 
would reply the first 
the scientist his own confession 
does not know whether intention 
verse; and that the intention the 
potter was not give pleasure, but 
make vase that corresponded 
his instinct for order. Fundamen- 
tally—and apologize for insisting 
what may seem subtle point 
but which really the essence the 
whole question—fundamentally 
tion between science and art terms 
valuation. The work art just 
much just little empirical 
fact the structure molecule 
carbon; the empirical 
science are just much question 
tion, work art. refuse abso- 
status the work art.” (p. 31) 


his first chapter, therefore, 
Read was concerned with the art 
object and its nature, especially 
compared with the scientific 
object. his second chapter 
talks art symbolic lan- 
guage—in other words, art’s 
unique method communica- 
tion. Starting with the statement 
eminent English biologist 
(J. Young) that pri- 
marily communicating 
(p. 33), Read notes that man has 
employed variety systems for 
communication: spoken writ- 
ten signs, gestures, nonlinguistic 
sounds (music), visual 
images. These would further 
simplify into two competing sys- 
tems: one based sound, the 
other sight. For his discussion 
the latter system, adopts 
Suzanne Langer’s distinction be- 
tween symbol and sign: symbol 
lets conceive its object and the 
sign causes deal with what 
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means.* adds von Weiz- 
sign which cannot made 
superfluous simply pointing 
the object shall 
call (p. 36) Read 
agrees also with Langer’s descrip- 
tion perceptual thinking 
process symbolic transforma- 
tion, which she calls symbolic 
discourse. Conceptual thought 
dominates our society, says 
Read, that other forms dis- 
course are largely ignored de- 
spite evidence that thought has 
not always been linguistic. the 
earliest stages writing, for ex- 
ample, meaning was expressed 
visual signs that did not corre- 
spond linguistic signs. Further, 
today perceptual thinking per- 
ceptual experience has too often 
been confused with “feeling.” 
Read maintains, however, that 
truly cognitive activity and 
cites Conrad statement 
that artist “becomes artist 
virtue his ability rise 
(p. 40) 


The tendency transform per- 


above his sensations. 


ceptual experience into feeling, 
the contrary, keeps perceptual 
abilities low level develop- 
ment. Again emphasizes that 
keeping cognition the stage 
perception rather than moving 
stage abstraction concep- 
tualization means keeping open 
other roads that also arrive 
cognition. 

our zeal improve and 
perfect only linguistic modes 
communication con- 
comitant logical 
knowledge, “Education 
garded almost exclusively 
system for developing capacity 
for forming concepts, and any 
idea that education should devote 


Suzanne Langer, Philosophy 
New Key: Study the Symbolism 
Reason, Rite, and Art (Penguin, 1942). 


least much attention de- 
veloping capacity for concrete 
perceiving has hardly ever oc- 
curred those who formulate 
educational 
ideals.” 43-44) Although 
have counted our great artists 
among the most enlightening 
spirits history, deny the 
faculties which they became 
great artists. our education 
and our social estimation 
capabilities, deny recognition 
the fruits perceptual experi- 
ence ordinary people. What 
more, with the decline handi- 
crafts, people have become 
divorced from perceptual effort 
and there remains counter- 
poise abstract conceptual 
thought our way living. 
whole method communication, 
the language non-vocal signs, 
has been thoughtlessly jettisoned 
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RECENT 

Harold Bierman, Four- 
aker, and Jaedicke, 
TITATIVE ANALYSIS FOR BUSINESS 
DECISIONS 

James Black, COMPE- 
TENT SUBORDINATES 

MANAGEMENT (study Britain’s 
Glacier Metal Co.; Wiley 

Pres. Commission Money and 
Credit, MONEY AND CREDIT: THEIR 
INFLUENCE JOBS, PRICES, AND 
GROWTH Prentice 

DeArmond, GUIDE PERSONAL 
SUCCESS MANAGEMENT Pren- 
tice 

R.S. Edwards and Harry Townsend 
(eds.), STUDIES BUSINESS ORGAN- 
IZATION (St. Martin’s 

William Haynes and Joseph 
Massie, MANAGEMENT: ANALYSIS, 
CONCEPTS, AND CASES Prentice 
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Some the shrillness modern 
art, continues, due this 
alienation. “The artist 
adopt shock-tactics, 
tempt reawaken the visual re- 
sponses apathetic public. 
visual signs with people who are 
blind.” 46) 

Although some ways the 
most difficult part Read’s book, 
his explication the psychology 
and physiology the creative 
process (chapter would seem 
most logical the conceptually 


Advertisers and public relations men, 
Read notes, are among the few 
moderns aware this language, but their 
purpose admittedly practical, not pure. 
Commercial television and bad art are 
abominable the artist exorbitant 
costs and taxes are the businessman: 
both are waste misuse precious 
resource—perceptual attention the first 
case and money the second. 


INDUSTRIAL 


RELATIONS 
(A.M.A. 

Klaus Knorr and Baumol 
WHAT PRICE ECONOMIC 
GROWTH? 

Nash, THE IDENTIFICATION 
MANAGEMENT POTENTIAL: 
SEARCH APPROACH MANAGE- 
MENT DEVELOPMENT (W. 
Brown, Dubuque, 

Floyd Mann and Franklin 
Neff, MANAGING MAJOR CHANGE 
ORGANIZATIONS (Found. for Res. 
Human Behavior, Ann Arbor, 
Michigan 

Martin, ELECTRONIC DATA 
PROCESSING Irwin 

DATA PROCESSING Indus. 
Conf. 

Powell Niland, MANAGEMENT PROB- 
LEMS THE ACQUISITION SPE- 
EQUIPMENT 
(Grad. Sch. Bus. Admin.; Har- 
vard 
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oriented. Quite unusual his ex- 
types purely physiological and 
materialistic terms. 
plains them neural circuitry 
neural patterns negative feed- 
developed 
through man’s long evolutionary 
history. The archetypes are en- 
grams firmly rooted the physio- 
logical structure the brain. The 
brain has evolved, Read inter- 
prets Jung, through vast stretches 
time, and has grown 
size and complexity, reason- 
able assume “that the pro- 
foundest social experiences 
mankind must have left some 
physiological trace the struc- 
ture the brain; and particu- 
lar that some the earliest ex- 
periences the species, long 
forgotten the comparative se- 
curity historical times, left the 


deepest traces.” (p. 54)* They 
are referred “typical forms 
curring ways apprehension.” 
just this kind reinforced 
feedback that Jung 
“racial 

Read then refers again Su- 
zanne study symbolic 
forms. Langer observes that sense 
experience matter organi- 
zation forms—that the eye and 
ear organize raw sense data 
some manner patterning for 
imprint the cortex. These im- 
prints are then reinforced and as- 
sociated make meanings. 


Marshall Sahlins’ recent research 
the behavior apes, was able 
isolate three basic fears (evidently de- 
riving from their sleeping trees 
night): fear falling, fear the dark, 
and fear snakes. The reported re- 
enactment these fears human 
dreams does make one wonder. 


Sylvia Porter, HOW GET MORE FOR 
YOUR MONEY 

Clarence Randall, THE FOLKLORE 
MANAGEMENT Little, Brown 

Albert Schrieber, DEFENSE PRO- 
CUREMENT AND 

Robert Tannenbaum others, 
LEADERSHIP AND ORGANIZATION: 
BEHAVIORAL SCIENCE APPROACH 
(McGraw 

Lester Tanzer (ed.), THE KENNEDY 
Book Club Se- 
lection; Robert Luce, 

Lester Thonssen and Finkel 
(eds.), IDEAS THAT MATTER: 
SOURCEBOOK FOR SPEAKERS 


FORTHCOMING 


Darrell Huff, THE STRATEGY 
TAKING (author How 
Lie with Statistics; Appleton 

Grant Jeffrey, AND TECHNOL- 

Hodge O’Neal and Jordan Der- 
BUSINESS ASSOCIATES: SQUEEZE- 


Duke 

great 19th cent. Am. fortunes; 
Putnam 


SMALL ENTERPRISES 
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RECENT 

Edmund Bergler, M.D., THE REVOLT 
THE MIDDLE-AGED MAN 
versal 

Fred Kerner, AND YOUR HEART 
Hawthorn 

Irvine Page, M.D., and others, 
STROKES: HOW THEY OCCUR AND 
WHAT CAN DONE ABOUT THEM 
Dutton 

Robert Page, HOW LICK EXECU- 
TIVE STRESS AND STAY TOP EMO- 
TIONAL AND PHYSICAL TRIM 
tice 

William Sheperd, M.D., 
TIVES HEALTH SECRETS 
Merrill 

Dr. Herman Taller, CALORIES DON’T 
(new theory dieting; 
S.) 


peated experiences analogous 
occurrences, 
varies degree from inarticu- 
lated symbols the language 
mathematics. But meaning, 
Langer insists, cannot exist apart 
from pattern form. 

have remarked before— 
particularly connection with 
the review Peter 
Landmarks the 
amount attention being paid 
the concept pattern, mean- 
ing nonmechanical form (in this 
sense, sometimes probability 
considered pattern opposed 
the unvarying regularity 
cause and effect The attention 
was partly response the de- 
velopment indeterminacy and 
the increased research the bio- 
logical sciences. This concept 
pattern Read calls aesthetic and 
ties man’s natural process 
perceiving. refers scien- 
tific symposium the problem 
form science edited Lan- 
celot Law White and entitled As- 
pects Form. earlier book 
his, Accent Form (reviewed 
Business Horizons, Summer, 
1959), White says “For all intel- 
lectual processes depend the 
operation the aesthetic sense 
which recognizes elegant or- 
dering when one presented 
it.” (p. thus that Read 
can maintain art not personal 
the sense that projection 
the artist’s own unconscious 
even his own intellect, but 
crystallization instincts. The 
artist merely medium 
channel with the especial ability 
give appropriate form per- 


must mention passing that one 
the soundest articles U.S.-Latin 
America relations that have read 
Drucker’s Plan for Revolution 
Latin America” the July, 1961 issue 
Magazine. 


article mentioned the start 
this review. 
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ceptual experience and symbolic 
discourse. (It interesting 
note that whereas Bronowski 
trying demonstrate that scien- 
tific creation personal, Read 
asserting that artistic creation 
impersonal. 

shall not try summarize, 
even comment, all Read’s 
essays this book; some are too 
specialized for general interest— 
especially chapter “Psycho- 
analysis and the Problem 
Aesthetic Value.” Chapter 
“The Created Form,” do, 
however, want mention princi- 
pally because the only discus- 
sion twentieth-century art that 
has made much sense us. Read 
uses famous “Guernica” 
and the sculpture Henry Moore 
points departure. This 
discussion continued slightly 
different form chapter “The 
Scream Juno’s Peacock,” and 
chapter 10, “The Principle 
Speculative Volition” phrase 
poetic consciousness 
creative experience poetry (il- 
lustrated the history Cole- 
ode are 
considered chapters and 

The fourth and last part 
book (chapters through 
14) focuses the interrelations 
between art and society. of- 
fers solution for the ills 
plaguing modern society (the at- 
trition sensibility due tech- 
nological organization and mass 
amusement, and the destructive- 
ness modern war) new hu- 
manism, rejuvenation the 
tragic sense the human situa- 
tion. The basis tragedy ex- 
plains conflict between man’s 
self-will and predetermined pat- 
terns collective consciousness 
social patterns behavior. 
sees man’s existence also con- 
stant conflict between good and 
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evil, truth and error, beauty and 
ugliness. This tragic predicament 
calls man’s fate, and is, 
the existentialist’s term, absurd; 
there redress heaven for 
injustice earth, and the ways 
the gods men are inscru- 
table. What needs disci- 
pline that will help him learn, 
through suffering error and the 
consequences error, main- 
tain some balance and achieve 
some reconciliation with his fate. 
Such sense balance, propor- 
tion, and harmony Read refers 
aesthetic sense. The old 
idiom for good judgment—a sense 
proportion—expresses the same 
notion. “Do not avoid reality 
any way, said Aristotle, but im- 
pose measure it.” 186) 


Since today, however, man has 
means but mass appeals and 
hysteria purge his emotions 
(his suffering order that learn- 
ing can take place, “we must seek 
equivalent forms [equivalent 
Greek tragedy, which served this 
function for the Greeks] con- 
tain our violence, make ca- 
pable love and justice.” (p. 
Read, therefore, the rec- 
onciling image the “flower 
peace” (peace for individual and 
society which can reached 
only through love. Thus does 
not believe imposing order 
from without force, but 
teaching the way achieving or- 
der within through cultivation 
the aesthetic sense. This es- 
sentially substitution art for 
religion, which feels cannot 
and has not done the job. 
agrees with Freud that every re- 
ligion religion love for 
those whom embraces although 
practices cruelty and intoler- 
ance those who not belong 
it. Further, like the Greeks 
believes that man’s primary rec- 
onciliation must the fact 
final death irrational uni- 


verse. For these reasons Read re- 
verts Greek tragedy and its 
cathartic purpose. The love that 
sees the reconciling image 
context force: The man you are 
commanded love was, 
course, Christian “is not the 
man for whom you have pas- 
sionate partiality; not your 
status. Nor the man you ad- 
mire for his distinction, nor the 
man you pity for his inferiority— 
partiality condescension are 
feelings selfishness. The neigh- 
What should learn love and 
respect, short, the common 
humanity every man. any 
business have with any man, 
must remember his need: 
Tolstoy would say, remember 
rather than our own; the Greeks, 
well our own. 


his last chapter, Read 
switches from 
Christian mystical “ordering 
the soul” means love (Tol- 
stoy, Berdyaev, and Simone 
Weil) the practical Greek. 
The achievement right-doing 
the Greek was skill attained 
through the proper kind edu- 
cation. And education, for the 
Greek, Read points out ref- 
erence Plato, was conceived 
education for citizenship. From 
infancy, child should condi- 
tioned feel pleasure and pain 
about the right things. 

“Education process condition- 
ing the and 
mind the child rhythm and 
metre, skilful movements which 
are always graceful movements, 
the visible embodiment perfection 
any and every form. For, says 
Plato, ‘excellence form and con- 
tent discourse and musical ex- 
pression and rhythm, and grace 
form and movement, all depend 
goodness nature so, our 
young men are their proper 
work life, they must follow after 
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these qualities wherever they may 
found. And they are found 
every sort craftsmanship, such 
painting, weaving, embroidery, 
architecture, the making furniture; 
and also the human frame and all 
the works nature: all these grace 
and seemliness may present 
absent. And the absence grace, 
rhythm, harmony nearly allied 
baseness thought and expression 
and baseness character; whereas 
their presence goes with that moral 
excellence and self-mastery which 
they are the embodiment.’ All this 
clear and precise enough, but Plato 
continues emphasize ‘the decisive 
importance education poetry and 
music: rhythm and 
deep into the recesses the soul and 
take the strongest hold there, bring- 
ing that grace body and mind 
which only found one 


brought the right 
(pp. 232-33) 


The Greek could see “artistry” 
wickedness but could literally 
understand “the beauty holi- 
concept often lost us. 

Read also seconds con- 
tention that peaceful world 
itself work art, condition 
equilibrium attained the 
skilful adjustment human de- 
sires absolute values, spe- 
cifically the values revealed 
the senses harmony. One might 
say universal values, for these 
harmonic values are visibly em- 
bodied the order the Cos- 
mos, far science can re- 
veal that order.” 234) also 
quotes ““The great se- 
cret morals love; giving 
out our own nature, and 
identification ourselves with 
the beautiful which exists 
thought, action, person, not 
our own. man greatly 
good, must imagine intensely and 
comprehensively; must put 
himself the place another 
and many others; the pleasures 
and pains his species must be- 
come his (p. 236) And 


finally, 


“But have resorted Plato, not for 
mystical doctrine, but for 
tical solution the problem peace; 
and have found, not moral exhor- 
tations, but the outlines precise 
discipline: combining 
organic growth and harmonic form, 
Strife and Love, what Tolstoy 
called the mutually exclusive and 
separately incomprehensible concep- 
tions freedom inevitability; 
and the image such reconciliation 
this ‘flower peace, the Rose 
that cannot (p. 237) 


Sometimes the road recon- 
ciliation between the humanist 
and the scientist seems long 
one. For example, although there 
are few similarities between 
Read’s thinking The Forms 
Things Unknown and 
Northrop’s his recent PHILO- 
SOPHICAL ANTHROPOLOGY AND 
PRACTICAL (Macmillan, 
$6.50), the differences are more 
numerous. Northrop, like Read 
and, extent, Snow, ob- 
sessed with the need establish 
peace. Northrop, however, 
law and philosophy professor, 
understandably 
favor conceptual thinking and 
scientific approaches. fact, 
spends considerable space (and 
almost indecipherable prose) 
prove that imageless ideas are 
neurologically patterned and 
heritable.’ refers the work 
McCulloch 
and Pitts sym- 
neurologically 
sals.” They succeeded confirm- 
ing experimentally that remem- 
bered ideas 


Actually, the only clear reference 
inherited patterns occurs relation 
the association area, the structure 
which such that ideas trapped there 
are arranged hierarchically from the least 
abstract the most. says that the 
“empty” neural nets arranged are 
“laid down birth earlier.” (He 
could, however, referring prenatal 
experience. 
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Northrop’s language) the 
concept-by-intuition meaning 
radically empirical introspective 
psychology 
can specified epistemic cor- 
relations the logically realistic 
public self world discourse 
neurological 
psychology and mathematical 
physics and physiology generally. 
(In other words, memory could 
explained neurologically. 
This, course, has later been 
amply demonstrated comput- 
ers. Northrop says one point 
that “any human being cyber- 
netic creature.” (p. 70) There- 
fore, sin “motor behavior con- 
ditioned the neurological epi- 
stemic correlates false theory.” 
(p. 57) But the idea sin be- 
havior—this the important fact 
Northrop, for from de- 
velops his theory that there can 
ideas some intellects that 
are not first the senses, and that 
because such abstractions are the 
basis science and Stoic Roman 
law (which are logically realistic, 
the highest order the cortical 
hierarchy trapped impulses. 

From these conclusions (so 
different from Read’s and more 
“physiological” bottom) Nor- 
throp establishes his principle 
mechanical causality social and 
political systems. order re- 
duce international relations 
science based anthropological 
data and arrive logical, de- 
ductively 
tional system law, the proof 
that good conduct can learned 
through “imageless concepts-by- 
postulation” must estab- 
lished. 

For the present, Northrop con- 
demns power politics vicious 
European heritage and presents 
interesting case for the theory 
that the most American interna- 
tional stance would disen- 
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gage from the direct struggle 
with Russia claims 
have been ployed into Russia’s 
design and not our own best in- 
terests) and pour our energies 
and resources into the un. “It 
needs made unequivocally 
clear that the responsibility for 
policing the world’s peace that 
the world community and not 
that any member that com- 
munity, however strong economi- 
cally and militarily that member 
may be.” (p. further 
claims that the success the 
Western European Union gives 
empirical confirmation the fact 
that international political 
legal institutions can 
where none existed before. How- 
ever, adds, attempts draw 
international positive law 
such the recent one Clark 
and Sohn are premature. What 
must first determined (by an- 
the complex and 
diversified living law® the 
world. “Therefore, one will 
wise keep one’s powder both 
ample and dry until, labori- 
ous, but not necessarily lengthy, 
tapping the potential resources 
its living law, world morale 
comes expression which will 
sustain effective international 
law accompanied atomic dis- 
(p. 16) does not, 
incidentally, underrate the Com- 


The burden Edmund Stillman and 
William well-received The New 
Politics: America and the End the 
Postwar World (Coward-McCann, $4.00) 
similar this. They, too, advocate 
that the U.S. seek plural world, 
world many centers power and 
influence outside the framework the 
cold war. addition, they 
the U.S. concentrate making per- 
manent contribution history rather 
than succumb the belief that our 
supreme test nation lies our 
competition with Soviet society. 

Positive law, formal law, effec- 
tive only insofar embodies the 
living law, the personal morality and 
customs, the majority the people. 


munist threat peace; re- 
marks that “in domestic com- 
munity where peace under law 
exists, 100 per cent the 
people believe behave ac- 
cording the norms the posi- 
tive law; necessary merely 
that quantitatively large pro- 
portion do.” (p. 16) 

The end devoutly wished for, 
then, both Read and North- 
rop, the same: better world. 
Also, each would seek through 
learning. But what different 
methods based what different 
conceptions human behavior! 

general, Northrop’s book 
has many interesting insights and 
ideas, but except for chapters 
and 11, almost impenetrably 
written. Moreover, our per- 
sonal suspicion that, physiolog- 
ically speaking, Northrop over- 
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emphasizes the neural circuitry 
man’s cortex and sadly under- 
values the chemistry the rest 
the body, together with its 
effect that circuitry. would 
seem different matter 
program man than pro- 
gram machine—and are 
compelled add (to transfer the 
quotation vive différence! 
the books reviewed here, the 
point view the scientist 
still best expressed perhaps 
the novelist, Snow. There are, 
course, more extreme statements 
this position—for example, that 
Skinner, the famous be- 
haviorist, his article “The De- 
sign Cultures” Evolution 
and Man’s Progress (Daedalus, 
Summer, 1961), which 
maintains that “Although the 
mechanisms which permit modi- 


back reprint famous hist. and 
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fication behavior are inherited, 
learned behavior does not emerge 
from, and not extension of, 
the unlearned behavior the 
(p. 538) (We are 
not sure just where and how 
draws the line between learned 
and unlearned behavior, particu- 
larly reference evolutionary 
development. some ways this 
old question about when the soul 
entered the body evolution. 
for his view better culture 
through science, says: 


“We cannot predict the success 
failure cultural invention with 
the same accuracy that 
physical invention. for this 
reason that are said resort 
value judgments the second case. 
only this sense that value judg- 


Karl Jaspers, THE FUTURE MAN- 
KIND Univ. Chicago 

James Joll, THREE INTELLECTUALS 
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ments take where science leaves 
off. When can design small social 
interactions and, possibly, whole cul- 
tures with the confidence bring 
physical technology, the question 
value will not raised. 

“So far, men have designed their 
cluding some very lucky hits; but 
are not far from stage 
edge which this can changed. 
The change does not require that 
able describe some distant 
state mankind toward which 
are moving ‘deciding’ move. 
Early physical technology could not 
have foreseen the world, 
though led it. Progress and im- 
provement are local changes. 
better ourselves and our world 


go.” (pp. 545-46) 


But how the views vary among 
the scientists themselves! 
admit that the width the spec- 
trum separates Skinner from 
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Hugh Thomas, THE SPANISH CIVIL 


Loren Eiseley, whose book re- 
view next. Comparing Snow, the 
novelist who writes like scien- 
tist, with Eiseley, the scientist 
who writes like poet, almost 
gives the lie Snow’s classifica- 
tion two cultures. Then again 
realize that the majority 
scientists probably collect 
end the spectrum 
and that anthropologist—such 
is—tends close the 
gap. 

the start THE FIRMAMENT 
TIME (Antheneum, $3.50), 
says: 


scientist writing around the turn 
this century remarked that all 
the past generations men have lived 
and died world illusions. The 
unconscious irony his observation 
consists the fact that this man as- 
sumed the progress science have 
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been great that clear vision 
the world without illusion was, his 
own time, possible.” (p. 


Derived from series lec- 
tures the University Cin- 
cinnati under grant promote 
better understanding how 
science throughout its own evo- 
lution has permeated and con- 
trolled the thought men, this 
book relates briefly and simply 
the changes man’s view 
himself emerging 


nature and 
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with the advances geology, 
anthropology, and biology. This, 
least, its primary purpose; 
but underlying this Eiseley’s 
desire, puts it, “to direct the 
thought increasingly urban 
populace toward nature and the 
mystery the human emer- 

Eiseley sees the postmedieval 
world sequence changes 
world views from the medieval 
conception direct divine inter- 
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Doubleday 
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vention the creation the 
universe and man. This direct- 
intervention belief re-emerged 
from time time under the term 
“catastrophism.” finds the 
belief such sudden cataclysmic 
events creation gradually re- 
placed evolutionary concepts 
(he calls these first 
the evolutian the universe 
large—in the cosmos, then 
the evolution the earth, and 
last the evolution the human 


species. 
chapter, “How 
the World Became Natural,” 


sketches the sixteenth- early 
eighteenth-century view the 
universe unchangeable and 
unchanging mechanism, clock- 
work structure set going its 
present form the Creator and 
henceforth run without further 
intervention. Even Newton and 
Kepler held this static view the 
cosmos. was Kant and Laplace 
who introduced cosmic evolution 
the mid-eighteenth century. 
Kant originally 
nebular hypothesis star and 
planetary origin clouds 
rotating gas, which Laplace 
elaborated his Treatise 
Celestial Mechanics. Similarly, 
James Hutton 
accepted view that geological 
features such glacial boulders 
were the results world-wide 
disturbances like the Noachian 
Flood and that each cataclysm 
shut off one geological period 
from another. Hutton saw the 
earth constantly wasting and 
being renewed through time. 
duly appreciated 
power drop rain; the 
same time, however, did not 
rule out occasional spectacular 
occurrences nature. Thus 
the 
was openly discussed; geological 
change, timidly; the evolution 
life, subdued and_ sporadic 
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whispers.” (p. 16) What’s more, 
“Without knowing the 
precise way which the change 
had been effected, the intellec- 
tual climate was altering.” (p. 
16) (At this point the reader 
tempted cast about for paral- 
lels: What scientific heresies to- 
day are harbingers twenty- 
first-century world-view? 

story geological 
evolution continues chapter 
“How Death Became Natural.” 
Seventeenth-century belief was 
strong that since the first creation 
there had been species ani- 
mals vegetables lost and 
new ones produced. Therefore, 
the recognition death—species 
death—had precede serious 
evolutionary thought. The idea 
extinction was both heretical 
and threatening, for links could 
lost out the chain life, 
what might not happen man 
himself? For while catastro- 
phism persuaded man accept 
both death progressive 
change; according this belief, 
the earth result succes- 
sion violent cataclysms had 
been completely depopulated 
and repopulated over and over 
again with different forms 
flora and fauna. was for Sir 
Charles Lyell, who published his 
Principles Geology 1830, 
return the natural evolutionism 
Hutton and see “that every 
living creature competed for 
living space and 
change season, every shift 
shore line, gave advantages 
some forms life and restricted 
space available 
Over great stretches time “it 
was inevitable that some species 
would slowly suffer reduction 
numbers and, degrees, 
perish, replaced others.” 
(pp. 51-52) How this came about 
escaped him; was for Darwin 
contribute. 


Chapter continues with Dar- 
win’s contribution under the title 
“How Life Became Natural.” 
Often, says Eiseley, Darwin has 
existed “in solitary grandeur 
kind psychological father 
figure biologists.” (Eise- 
ley) sets about this chapter, 
however, show how the idea 
natural selection, rather than 
being the progeny solely Dar- 
win (or Darwin and his con- 
temporary, Wallace, some 


INTERNATIONAL 
ISSUES 


RECENT 

Henry Aubrey, COEXISTENCE: 
ECONOMIC CHALLENGE 

Alan Keenan, THE PHOENIX THE 
WEST: STUDY POGROM 
linger 

Walter Lippmann, THE COMING 
TESTS WITH (Little, Brown) 

Felix and Lorna Morley THE PATCH- 
WORK HISTORY FOREIGN AID 
(Am. Enterprise 

Edgar Ansel Mowrer, END 
MAKE BELIEVE (hist. cold war; 


THE AMERICAS 


Carleton Beals, NOMADS AND EMPIRE 
BUILDERS (So. Am. peoples; Chil- 
ton 

William Benton, THE VOICE LATIN 
AMERICA (foreword Adlai Ste- 
venson; Harper 

COOPERATION FOR PROGRESS LATIN 
AMERICA (Com. for Econ. Devel.) 


Adrian Cowell, THE HEART THE 
FOREST (expedition into Amazon 
basin; Borzoi 


Howard Ellis (ed.), ECONOMIC DE- 
VELOPMENT FOR LATIN AMERICA 
Econ. Ass’n conf.; St. 
Martin’s 

Thomas Karnes, THE FAILURE 
UNION: CENTRAL AMERICA, 1824- 


Herbert Matthews, THE CUBAN 


claim), began conservative 
eighteenth-century observation 
and was altered slow degrees 
into something “which set the 
whole life adrift unfixed 
wilderness.” Behind Darwin, 
sees Bruckner and Malthus, who 
developed the conservative (as 
contrasted with the later cre- 
ative) concept natural selec- 
tion. This concept self- 
regulating balance nature, 
struggle for existence among 


story (N. Times correspond- 
ent; Braziller 

Irving Pflaum, TRAGIC ISLAND: 
HOW COMMUNISM CAME CUBA 
(Chicago Sun-Times correspond- 
ent; Prentice 

William Lyle Schurz, THE 
INFINITE COUNTRY 

Robert Taber, M-26, 
REVOLUTION (Cuban Rev. 
newsman; Lyle Stuart 


EUROPE 


Wolfgang Stolper, THE STRUCTURE 
THE EAST GERMAN ECONOMY 
(Harvard 

Tetens, THE NEW GERMANY 
AND THE OLD (Random 

Ferenc Vali, AND REVOLT 
HUNGARY: NATIONALISM VERSUS 
COMMUNISM Harvard 


AFRICA 


James Cameron, THE AFRICAN REVO- 
LUTION (correspondent London 
News Chronicle; Random 

Robert Collis, ENCOUNTER 
(Irish pediatrician Nigeria; 
Scribner 

Hugh Fearn, AFRICAN ECONOMY 
(Kenya, 1903-53; Oxford 

John Hughes, THE NEW FACE 
AFRICA SOUTH THE SAHARA 
respondent for Christian Science 
Monitor; Longmans 

James Morris, AFRICAN WIN- 
TER (Contemp. Affairs Society Se- 
lection; Pantheon 
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species similar pruning proc- 
ess—a numbers 
causing the remainder arrive 
greater perfection (some- 
ment,” the concept borrowed 
Adam Smith). Also mentions 
Darwin’s contemporary, Edward 
Blyth, who 1837 shortly after 
Darwin had returned from his 


diminution 


times called 


famous voyage the “Beagle,” 
wrote that “‘as man, remov- 
ing species from their appropri- 
ate haunts, superinduces changes 
their physical constitution and 
adaptations and 
selective breeding], what ex- 
tent may not the same take place 
wild nature, that, few 
generations, distinctive charac- 
ters may acquired, such are 
recognized indicative spe- 
cific diversity. May not then, 
large proportion what are con- 
sidered species have descended 
78-79 
Origin Species, which 


1859 came 


argued that environment 
static and that selection constant- 
produces new organisms 
time and slowly changing geo- 
logical conditions alter the exist- 
ing world. Eiseley puts it, 
“The lime our bones, the salt 
our blood were part our 
heritage from ancient and for- 
gotten sea.” 82) And here 
that personal vision ap- 
pears: 

“The species alter, one might say, but 
the Form, that greater animal which 
stretches across the millennia, survives. 
There curious comfort the dis- 
covery. some parts the world, 
one were out into the woods, one 
would find many versions oneself, 
with fur and grimaces, surveying one’s 
behind 


thickets. almost though some- 


activities from leaves and 
where outside, somewhere beyond the 
illusions, the several might one.” 


(p. 82) 


This vision refers later 
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the book (pp. 167-69) when 
replies student’s question, 
there direction evolution? 
The passage beautiful 
piece writing have come 
across long time. 


Chapter “How Man Became 
Natural,” the story human 
paleontology. From the discovery 
great ape fossils the Tertiary 
beds northern India 1837 
and Agassiz work glacial geol- 
ogy, the study human evolu- 
tion gathered impetus. Early 
the nineteenth-century fossils 
Neanderthal man were discov- 
ered Germany, and from these 
finds came the startling evidence 
Neanderthalians were, 
they buried their dead with offer- 
ings apparent anticipation 
afterlife and were capable 
altruistic care adults. Since 
then man’s origins have been 
traced back and back Africa, 
Dart’s small man-apes about 
1,000,000 B.C. and Leakey’s 
most recent ape-man discovery 
dating 700,000 B.C. The latter 
ape-man was true shaper 
tools, and his youthful body had 
been placed where would 
carefully protected 
enging animals. says, 
bone bone and flint flint, 
man has been traced backward 
time more successfully than 
even Darwin dreamed. 

Before leaving this chapter, 
want relate the discussion 
early man’s nature that woven 
throughout it. Eiseley calls the 
dark question man’s dual 
nature: Was early man brutish, 
aggressive creature, club-swinger 
par excellence, sadist and terror 
everything around; was 
relatively weak creature capi- 
talizing superior intelligence 
and social nature, with capac- 
ity for human suffering and 
human love? putting an- 


sapiens 


other way, says “Man has, 
scientific terms, become natural, 
but the nature his ‘naturalness’ 
escapes him.” (p. 114) 

With this question mind, 
Eiseley goes the last two 
chapters, “How Human Man?” 
and “How Natural 
Eiseley describes what for him 
are the two foundations the 
nature and man’s cultural world 
“that had gotten him out bed 
the morning for many thou- 
sands years, that had taught 
him manners, how love, and 
see beauty, and how, when the 
time came, die.” (p. 129) The 
deeper interpenetration these 
two for Eiseley the “symbolic 
road into the Garden.” credits 
its discovery Bacon, whom 
quotes thus: should 
made whether the commerce 
between the mind men and 
any means restored its per- 
fect and original condition, 
that may not be, yet reduced 
better condition than that 
which now is.” (p. 127) 
Eiseley agrees with the novelist 
Wright Morris, who remarked 
that was not the threat—im- 
plied the atomic 
man would have future that 
appalled him, but rather the 
probable nature man’s future 
continues isolate himself 
from nature except exploiter 
and from the virtue, art, and 
values that has fashioned for 
himself painfully throughout 
his emergent history. Here Eise- 
ley levels criticism contem- 
porary science for turning its 
back these considerations and 
rushing madly after “the Garden” 
somewhere infinite future. 
“We have abandoned the past 
without realizing that without 
the past the pursued future has 
meaning, that leads, Mor- 


( 

t 


ris has anticipated, the world 
artless, dehumanized man.” 
(p. 130) 

works out several variations 
his two principal personal 
tenets: the way love not 
today but the whole journey 
(meaning man’s emer- 
gence and the society worthy 
survive the one more interested 
the cultivation noble minds 
than change. another place 
quotes anonymous “percep- 
tive philosopher”: ““The special 
what makes the world, but 
(p. 172) Or, “It not inten- 
tion here decry learning. 
only say that must come 
understand that learning 
endless and that nowhere does 
lead behind the existent 
world. may reduce the preju- 
dices ignorance, set our bones, 
build our cities. itself will 
never make ethical men.” (p. 
160) 


Because his evolutionary 
approach—his appreciation 
what calls the Form—Eiseley 
sees contemporary man but 
part his whole evolutionary 
pattern, other words, “Man 
not totally compounded the 
nature profess understand. 
Man always partly the 
future, and the future 
sesses power shape.” 180) 
says that man “stands the point 
where the miraculous comes into 
being, and after the event calls 
‘natural’.” (p. 179) 

Eiseley undoubtedly one 
the new breed scientific mys- 
tics like Schrodinger, Harrington, 
Jeans, Huxley, Oppenheimer, 
Sinnott, and Bridges, for whom 
reality has become Janus-faced 
and knowledge sometimes seems 
bitch goddess. They can say 
with Kierkegaard that “there 
comes critical moment where 
everything reversed, after 
which the point becomes un- 


derstand more and more that 
there something which cannot 
understood.” (Quoted Ei- 
seley, 177) 


MEANWHILE, course, Snow 
would point out, things must get 
done. The business life must 
on. But Snow also emphasizes 
that the practical man and 
the practical world affairs that 
would benefit from the social 
creativity 
would offer. says, “at the 
heart thought and creation 
are letting some our best 
chances that could produced 
from the active clashing these 
two worlds. And Snow, like Read, 
would begin rethinking 
our education. could 
achieve both creativity and 
sense balance, could ride 
out more than this storm his- 
tory. 


Two Cultures, 17. 
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ALSO AVAILABLE 


THERE ARE, course, many re- 
cent books other 
discussed above the interrela- 
tion science and the humani- 
ties and their separate and joint 
contributions the world 
practical affairs. want 
make special mention the fol- 
lowing: Barlow’s The As- 
tonished Muse (impact the 
creative artist his society from 
the time the prophets 
the present; John Day); Carlos 
Musical Thought (mu- 
sic communication; Harvard 
Joseph Chiari’s Realism and Im- 
agination (the modern conflict 
between rationalism and creative 
imagination; Macmillan Ec- 
hoff and Jacobsen’s Ration- 
ality and 
manities Pr.); Our 
Knowledge Fact and Value 


ouR perennial scanning 
publishers’ Christmas lists, with 
few additions our own from 
the whole year’s output, make 
the following suggestions for the 
coming season. First are those 
luxe editions that are works 
the publishing art and certainly 
make handsome gifts: The Amer- 
ican Heritage Book Indians (S. 
Stringfellow Barr’s The 
Will Zeus (history the Hel- 
lenic age; Lippincott); Lucius 
Beebe’s Mr. Pullman’s Elegant 
Palace Car (Doubleday Renzo 
Chiarelli and others, European 
Painting the Fifteenth Century 
(Viking); Frank Debenham’s 
Exploration 
astonishing wanderings; 
Doubleday Doubleday’s 4-vol- 
ume Encyclopedia World 
Travel, edited Nelson Double- 
day and Earl Cooley; David 
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(Univ. C.); Bates Lowry’s 
The Visual 
rams Thomas Munro and Her- 
bert Read’s The Creative Arts 
American Education 
Hajime Nakamura’s The Way 
Thinking Eastern Peoples (the 
empirical orientation Asiatic 
peoples; Jap. Printing Bu- 
reau for Peet 
and Harriet Sleeper’s The Crea- 
tive Individual: Study New 
Perspectives American Educa- 
tion (Ronald); Herbert 
The Grass Roots Art 
ian); James Sci- 
ence and Sensibility S.); 
Gerard Science the Cause 
Man Piel editor Scientific 
Life and Times Physicist 
(Nobel prize winner the need 
bring adequate scientific un- 
derstanding the councils the 
national government and en- 


Picasso’s Picassos: The 
Treasures Californie ($30; 
The Horizon Book 
the Renaissance the Editors 
Horizon (Doubleday The Epic 
Man the Editors Life 
(Prentice Great Houses Eu- 
rope with introduction 
Sacheverell Sitwell (the most 
beautiful private dwellings 
Europe; Putnam); Hum- 
The Lost Towns and 
René Huyghe and Francois Cali’s 
The Wonders France (Viking); 
World-of-the-Bible Library with 
commentary, maps, 
graphs, including 1,500 color 
plates (Old Testament, vol- 
umes, $70; New Testament, vol- 
umes, $87.50); Indian Art 
America (New York Graphic So- 
ciety); Jordan and Bodo 


courage the cross-fertilization 
sciences and humanities; Clare- 
mont Edouard Roditi’s 
Dialogues Art (interviews 
with Chagall, Miro, Henry 
Moore, and others; Humanities 
Pr.); Helmut Schoeck and 
Scientism and Values 
Van Nostrand Louis Sullivan’s 
Democracy—A Man Search (on 
the role art and architecture 
democracy; Wayne State Rich- 
ard Thruelsen and John Kobler’s 
second collection articles from 
the Saturday Evening Post called 
Adventures the Mind (topics 
from science literature soci- 
ology leading scholars and 
writers; Paul Weiss’ 
The World Art (famous philos- 
opher ethics, science and art, 
and the emotions; So. 
and Frank Wilson’s Art into 
Life (art indispensable, 
biological necessity the human 
species; Citadel 


FROM THE GIFT STALLS 


Cichy’s The World Great Ar- 
chitecture Fujio Koya- 
and John Figgess’ 2,000 Years 
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Bjorn Landstrom’s The Ship: 
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Gilbert and Sullivan (com- 
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Arts Mankind; Golden 
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Robbins (Columbia 
Picasso: Toreros (text Jaime 
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teau); Marc Chagall: Gouaches 
edited Georg Schmidt (lim- 
ited edition 250 copies $50; 
Abrams); The Living World 
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the Bible edited M.-J. Stéve 
(maps and photos are placed 
alongside text Old Testament; 
World); Volbach’s Early 
Christian Art (Abrams); and 
von Hagen’s The Ancient Sun 
Kingdoms the Americas: Az- 
tec, Maya, Inca (World). 

For the hobbyists and sports- 
men, there are these titles: Leon- 
ard Barden’s Modern Chess Min- 
iatures (McKay); Robert 
Board and Table Games 
from Many Civilizations (Ox- 
ford); John Cars 
the 
Raymond Hunting 
Trails: Treasury 
Guns the Old West (Coward 
Jan Hartog’s Waters the 
New World (boat journey from 
Houston Nantucket; Athe- 


neum Delmar Morgan’s Power- 
Boat Cruising (St. El- 
iot Elisofon’s Color Photography 
(Viking); Great Men 
and Moments Sport edited 
Clay Felker (Harper); Tom 
The Masters (the 
tournament from 1934 through 
1960; Holt Frederick Hoh- 
enstaufen’s The Art Falconry 
the only complete translation 
(Stanford); Peter Hirsch’s The 
Last Man Paradise (big game 
hunting; Doubleday John Kie- 
ran and Arthur Daley’s The Story 
the Olympic Games (Lip- 
pincott); Beaumont 
The Daguerreotype America 
(Duell); Maurice Rheim’s book 
collectors and collecting, The 
Strange Life Objects 
neum Ralph Stein’s Treasury 
the Automobile (Ridge Press); 


PEOPLE WILL 
TALKING ABOUT 


RECENT 


Fred Cook, TWO DOLLAR BET 
MEANS MURDER Dial 

Norman Ford, THE BLACK, THE GRAY 
AND THE GOLD scandal 
some place like West Pt.; Double- 
day 

Gladys Schmitt, REMBRANDT (Ran- 
dom 

Auberon Waugh, THE FOXGLOVE 

Theodore White, THE MAKING 
THE PRESIDENT, 1960 Atheneum) 


FORTHCOMING 


John Bainbridge, THE SUPER-AMERI- 
CAN STATE (on ap- 
peared New Yorker; Double- 
day 

Eugene Burdick, THE BLUE CAPRI- 
(co-author The Ugly 
Houghton 

FALSE ENTRY 
(new fiction style; Little, Brown) 

Morley Callaghan, PASSION 
ROME (Edmund Wilson—“most 


the new edition Ency- 
clopedia Gardening (Hough- 
Cynthia Are You 
Your Worst Pest? good 
book but bad gift title; Double- 
day and Michael Woodford’s 
Manual Falconry Bran- 
ford 

Then, there is, course, that 
wonderful.category books just 
for pleasure: Cleveland Amory’s 
account the decline and fall 
famous play places, The 
Last Resorts paperback stock- 
ing gift; Universal); Peter Freu- 
Adventures the Arctic 
edited Dagmar Freuchen 
(Messner); Alvin Josephy, 
Jr.’s The Patriot Chiefs: 
icle American Indian Leader- 
ship (Viking); William Hazlitt 
Upson’s The Best Botts (from 
the famous Saturday Evening 
Post series; McKay); and these 


unjustly neglected 
Coward 

Bruce Catton, THE COMING FURY 
(vol. The Centennial Hist. 
the Civil War; Doubleday 

Francis Chichester, ALONE ACROSS 
THE ATLANTIC Doubleday 

Marquis Childs, PEACEMAKERS 
(novel conf. world powers; 
Harcourt 

Bob Considine, ROBERT RIPLEY: 
THE MODERN MARCO POLO (Dou- 
bleday 

NESS: EAST KATAHDIN 
ion Wilderness: The Pacific 
West; Doubleday 

Maurice Druon, ALEXANDER THE GOD 
(novel med. Fr. royalty out- 
standing Fr. author; Scribners 

Flood, MONMOUTH 
(promising new author; Hough- 
ton 

Mitchell Goodman, THE END 
(Norman Mailer—“unlike any oth- 
war novel ever read”; Hori- 
zon) 

Graham Greene, THE COMPLAISANT 
LOVER (successful London play 
due New York this fall; Viking) 


MacKinlay Kantor, LAKE (au- 
thor Andersonville; World 

Richard Llewellyn, MAN MIR- 
ROR (pop. Welsh author; Double- 
day 

Carson McCullers, 
(novel; play due Broad- 
way this winter; 

Bernard Malamud, NEW LIFE 
(prize-winning new author; Far- 
rar 

Perelman, THE RISING GORGE 
(first Perelman collection since 

Leo Rosten, CAPTAIN NEWMAN, M.D. 
(author 
Harper) 

Salinger, FRANNY AND ZOOEY 
(novellas author Catcher 
the Rye; Little, Brown 

Mark Schorer, stNCLAIR LEWIS: 
AMERICAN LIFE McGraw 

Heimoto von Doderer, THE DEMONS 
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match for Mann; Knopf 

Patrick White, RIDERS THE CHAR- 
(major novel; Viking 

William Carlos Williams, Many 
LOVES AND OTHER PLAYs New Di- 
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business novels: Fred 
The Lion Pit company-domi- 
nated steel town; Little, Brown 
scheme cure society’s ills; Rol- 
ley Reynolds); Paul 
Dark Dominion (the Texas oil 
business; and reputedly 
the best the lot, Edward 
Streeter’s Chairman the Bored 
busy executive retirement; 
Harper 

And for those whose taste runs 
smart circles the intellectual, 
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Isard, Walter, association with 
Bramhall, David F.; Carrothers, 
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the moon...and under 


Sometime soon man will thrust the vast regions outer 
space effort reach the moon. 

the day the moon-shot certain other things will also 
woman will telephone her grocer. man will 
sail boat. boy will play trumpet. 

Anaconda takes part both worlds. For example, 
manufacture radar and special communications cables, nu- 
reactor cables and guided missile cables. They are 
rigid specifications and close tolerances. 

are dependable. 
also makes telephone wires and cables—the 
find your own local phone system. develop 
strong, rustproof marine metals for boat screws, 
and fastenings. Many fine trumpets play better be- 


cause their bells and tone chambers are electroformed with 
our Phosphorized Copper Anodes. Through these 
products well through constant development new 
copper sources, Anaconda keeps pace with today’s needs— 
big little. 

like think that our spaceman will land safely 
the surface the moon. But we’re not forgetting that people 
will continue live and work their accustomed ways— 
under the light that same moon. Anaconda will there. 
the moon and under it. 
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